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ABSTRACT 
ABSTRACT 
The development of air transport is an essential factor 
in the progress of the national life of a country. Air 
transport has become almost indispensable part of the modern 
system of transport. The economic foundation of the 
countries, whether advanced or developing, can be 
strengthened by the modernisation of its air transport which 
plays an important role both in domestic and international 
communications. India, industrially a young but fast coming 
up country in comparison to advanced countries of the world, 
cannot afford to lag behind in the race of aviation and 
allow its air transport to be neglected. The most important 
advantage of civil aviation in India is that geographically 
India enjoyed a unique position in the world and most 
international lines between the East and the West have to go 
across India. India also occupies exceptional advantages in 
certain respects for the purpose of developing civil 
aviation. The vast country as India is, where major 
industrial and commercial centres are unevenly distributed 
and transport services must contend with a variety of 
terrain and climatic conditions, air transport has an 
increasingly important role to play. India is ideally 
suited for the development of air transport. 
It offers savings in time that cannot be matched by 
other mode of transport over long distances. Air transport 
helps optimise technological, managerial and administration 
skill in a resource short economy as India is. More 
significantly, air transport has always been regarded as a 
second line of defence. During war time all the resources 
of the air transport industry can always be mobilised for 
the defence of the nation. Hence all countries need to have 
excellent air transport which can serve their commerce and 
industry during peace time and may simultaneously make its 
presence felt for immediate conversion to defence purposes 
during war time and in other national emergencies. All 
these functions, combined together, make it desirable, as 
far as possible, to provide a certain amount of flexibility 
and cushion in the air transport system, to arrest 
bottlenecks and the resultant chain reactions in the economy 
and other areas of national life. A well established and 
excellent transport administration can bring wonders and 
contribute to national prosperity in international 
cooperation. It can also play its role in national 
integration and as aviation annihilates geography its effect 
on socio-cultural patterns of life of the community is 
obvious and far reaching. From the social and cultural 
point of view civil aviation paves the way for the 
interaction of knowledges, customs and culture between the 
people of the world having different sect, sex, religion, 
beliefs and cultures. It enables the people to form a view 
of his present world and a global concept of his historic 
past. The economic advantages of civil aviation by way of 
earning foreign exchange are universally accepted. Civil 
aviation is vital source for maximising scarce foreign 
exchange earnings for not only the developing countries but 
of many developed countries of the world as well. It is 
with these characteristic features of air transport that a 
study on the performance of air transport in India has been 
undertaken in this study. 
OBJECTIVES OF THE STUDY: 
The main objectives of the study are as under: 
i. To see whether the present system of organisation and 
working is as effective as it should be and to recommend 
as to what practical steps are needed for its improved 
practibility. 
ii. To evaluate the contribution of Indian Airlines and Air 
India Corporations towards national economy as well as 
to tourism development in India. 
iii. To probe into the personnel problems of recruitment, 
promotion, training and work-culture in the two 
corporations. 
iv. To examine the growth pattern of civil aviation during 
the Plan periods. 
V. To study and analyse the working of the two Air 
Corporations from a comparative angle, and 
vi. To study and probe into the weak areas of the two 
Corporations and suggest remedial measures. 
HYPOTHESIS: 
The present study intends to test the following 
hypothesis: 
i. That after the nationalisation of air-transport in 
India, no sincere effort has been made to restructure 
the organisational system of the two Corporations on 
commercial line. 
ii. That the two Air Corporations of India are not 
independent as it appear to be to the casual observer. 
They are not free in their routine operations and even 
for routine matters they have to take clearance from 
the Ministry of Civil Aviation and Tourism, which 
adversely affects the performance of the Corporations. 
iii. That the Civil aviation Corporations have been so 
structured which mainly suit the bureaucratic ethos and 
because of the political interference the Civil 
aviation in India has to pay a very heavy price in 
terms of inefficiency, waste and poor image of its 
professional performance in the world. 
iv. That even the two Air Corporations provide fair deal to 
their staff but the employees of the Corporations tend 
to have higher expectations, hence there are labour 
problem and low productivity of personnel and finally, 
V. that the performance of Indian Airlines is frustrating 
in comparison to Air India, mainly because of the 
mismanagement, political interference, confusion of 
goal, lack of clarity of direction and unfriendly 
labour management relations. 
METHODOLOGY ADOPTED: 
The present study has exploited both the primary as 
well as secondary sources of information and has taken the 
help of published as well as unpublished data available from 
authentic sources. A number of methods have been adopted 
for the purpose of data collection such as collection of the 
secondary data with the help of journals, periodicals, 
relevant documents, annual reports, auditor's reports, 
newspapers, research papers etc. on Indian Airlines and Air 
India corporations. The principal sources of information in 
the present study is the Magic Carpet, Annual reports, 
Auditors' reports. Travel review, Government reports and 
publications, Kothari's Industrial Directory of India, Five 
Year Plan, Annual Plan, Business World, Business Today, the 
Journal of Institute of Public Enterprise, Corporate Plan 
upto 2010, the Europia World Year Book, Avion, Indian 
Aviation, Image, Vimanika, Economic Survey, Monthly 
Commentary, India Today, Indian Express, The Times of India, 
Hindustan Times, The Financial Express and the Economic 
Times etc. Apart from these, numerous executives and 
Personal Relations Officers and other officers in the Indian 
Airlines Corporation and Air India Corporation have been 
approached and interviewed for collecting information and 
their feelings and opinions as a primary source which may be 
of help in arriving at conclusions and final findings on the 
revamping of structure and growth and development in Indian 
Airlines and Air India Corporations. 
LIMITATIONS OF THE STUDY: 
i. Though sincere and honest efforts have been made 
limitations are unavoidable, and the fact that the 
present work is principally based upon secondary 
sources and partly on primary sources of statistics, 
reduces the degree of reliability as is normally 
associated to such studies. However, endeavour has 
been made to secure the maximum possible accurate data 
and information from the reliable sources. 
ii. The present study would have been much coherent by 
including in its purview some foreign airlines for 
comparative purposes on capacity utilisation, load 
factors, fares and freights policies and labour 
relations etc. But, shortage of time and difficulty in 
obtaining statistics from other corporations were the 
main hurdles. 
iii. It would have been further better if a comparative 
study of other modes of transport with Air Transport 
was attempted in this study. 
PRESENTATION OF THE STUDY: 
In order to carry out the present work, "A Comparative 
Financial Study of Air India Corporation and Indian Airlines 
Corporation", the whole study has been divided into five 
chapters. 
In the first chapter an attempt has been made to screen 
the role of air transport in the socio-economic development 
of a nation. The chapter has been devoted to examine the 
contribution of civil aviation to national economy and 
tourism development in India. Furthermore, the significance 
of air transport from the communicational, commercial and 
technological angle in the developmental strategies of a 
nation in todays' changed world order has also been 
attempted in the chapter. 
The focus of the second chapter is on conceptual 
framework of the study. The chapter discusses the 
objectives, hypothesis, research methodology and limitations 
of the study. The chapter also throws light on the existing 
literature on the civil aviation in India and critically 
analyses and notes some very important and interesting 
studies and their findings. 
In the third chapter an attempt has been made to 
critically examine the growth of civil aviation during Plan 
periods. The chapter has tried to come out with solid 
recommendations spelling out the ways and means to overcome 
the difficulties in the way of its structural growth. 
The fourth chapter is exclusively devoted to make a 
comparative study of the performance of Air India and Indian 
Airlines Corporations, and 
The fifth and final chapter which is the concluding 
chapter gives a resume of the findings and conclusions of 
this thesis. This chapter also gives recommendations for 
the solutions of the problems which the two Air 
corporations are confronted with. 
Air India was born as a Public Limited Company on 29th 
July, 1946 by taking over Tata Airlines. Air India 
International Limited, a new company came into existence in 
1948 when the government approved the scheme for operation 
of air services between India and U.K. And finally the 
government decided upon complete nationalisation and in 
March, 1953, the Air Corporations Act was passed and Air 
India was thus established as a statutory corporation on 
15th June, 1953 and took over the operations of Air India 
International Limited from 1st August, 1953. Being the 
service organisation the basic motto of the corporation is 
to provide safe, efficient, adequate, economical and 
properly coordinated international air services and to 
develop such services to the best advantages for 
transportation of passengers, cargo, and mail etc. The 
financial year 1989-90 has been a record breaking year for 
the Air India Corporation. The operating profit and net 
profit for the year 1989-90 was the highest ever achieved in 
the 37 years history of the corporation. The operating 
profit has recorded a figure of Rs. 127.02 crore and the net 
profit a figure of Rs. 70.89 crore. But as against growth 
rate of 4 percent per annum, in the Seventh Plan, the growth 
rate in terms of traffic has been around 3 percent per 
annum. In the last year of Sixth Plan, Air India was 
operating at a loss. This position got changed in the 
course of Seventh Plan. 
Inspite of its reasonable financial performance, the 
Corporation suffers from several problems and there is 
potential for improvement. Its share of international 
traffic from and to India has gradually got down from 42 
percent in 1981 to 35 percent during the Seventh Plan. The 
overall load factor is low, compared to other similar sized 
carriers of the world. 
On the other hand Indian Airlines came into existence 
with the enactment of Air Corporations Act 1953 with an 
initial capital of Rs. 3.25 crores and has been assigned the 
responsibility of operations within the country as well as 
to the neighbouring countries. The revenue of Indian 
Airlines was Rs. 6.93 crores in the first full year of its 
operation which went up to Rs. 11.69 crores in 1990-91. As 
for its profit, till 1973-74 the airline passed through the 
experiences of profits as well as losses. There have been 
continuous profits from 1974-75 except for 1979-80, with the 
profitability gradually going up till the year 1988-89. 
Indian Airlines is in red since 1989-90. These losses are 
mainly attributable to suspension of A-320 services 
effective February 1990. The installment wise reinduction 
of A-320 fleet during 1991-92, delay in fare increase, 
revision of exchange rate and unfriendly industrial 
relations has led to heavy losses during 1991-92. 
One apparently important thing is that during forty 
years of their operation, Air India and Indian Airlines have 
seen manifold upshift in their traffic as well as capacity 
and a long term view gives a picture of broadly steady and 
satisfying growth. There seem to be some unusual variation 
in terms of both positive and negative traffic growth rates 
during some individual years but the overall market shown 
inherent resilience, giving rise to compensatory upsurges in 
traffic at various points of time. The recent philosophy of 
open sky policy and the emerging market conditions are 
expected to provide sustained strength to air traffic growth 
in the country. 
The changing scenario of eco-political environment are 
expected to be rapid and far-reaching and hence Air India 
and Indian Airlines would have to be organisationally 
adaptive to remain in the business. No doubt, some of the 
impending changes may be difficult to foresee, nevertheless, 
the organisation and management should gear itself up for 
future challenges. In the same way managerial effectiveness 
would have to be enhanced to tackle the complexity, hugeness 
and diversity and technological and managerial skills in the 
organisation. Adequate changes in managerial cadre 
structure, compensation policies, thrust towards managerial 
and technical professionalism, training by objectives 
programmes are some of the areas which need to be emphasised 
for development of its managerial quality. The recent 
trends towards liberalisation of civil aviation sector, with 
an open sky policy, demands new attention on the marketing 
function. The entire ambit of activities from product 
planning to sales and promotions would need to be properly 
guided in accordance to market demand. Structurally and 
strategically the marketing function has to be strengthened 
together with the ignition of quality and verve so that 
timely responses to competitive market forces elicit desired 
advantages. Moreover, service-conscious customers may put 
more pressure on the unit responsible for overseeing the 
functioning at customer-airline interface, more so the 
aerodromes, would have to be more quick to customers' 
requirement, and should be able to coordinate various 
activities within the organisation and outside. A central 
coordinating machinery at the major airports would be 
necessary for streamlined operation of services. Similarly 
because of the proven virtues of delegation of power 
accompanied with accountability, a wider distribution of 
delegated authority for decision making will be necessary, 
especially due to major expansions in the organisation. 
Decentralization in terms of authority accompanied by 
accountability will need to be spread at various levels in 
the organisation to achieve better results in line oriented 
decision making activities. 
It has been revealed that the airline industry has 
undergone massive technological revolutions. The advances 
were accompanied by lowering the cost of flying. As we see 
the future of the aircraft industry will be determined more 
by social and economic factor than any technological 
revolution in aircraft design or conceptions in the coming 
decades. More significantly, technological changes may also 
adversely affect air industry, but the growth potential 
will compensate the adverse effects. Video telephones for 
individual communications, advanced tele-copying machines 
for document transmission and video conference phone calls 
may be valid substitute to air transport. As a consequence, 
twenty percent of the business clientele may be shifted. 
but the growth of industrial and commercial activity 
generated by multiplication of communications will bring 
about more travel than what is shifted. It will also lead 
to democratisation of air transport as it will be expected 
to be more functional, efficient and fast. 
In short, it is imperative for Air India and Indian 
Airlines to see the writing on the walls and analyse and 
understand the difficult environment that is emerging in the 
twenty first century. The threats are too many and the 
result of inaction is clear. Air corporations must also 
become extremely strategic in the management of HRD. They 
hold key to face the emerging challenges now than at any 
other time in the past. Obviously, the actions required are 
bold and drastic. But so are the times and so are the 
likely outcome. To start with, there must emerge a closer 
linkage between corporate strategy and planning and human 
resource strategy and development with this strong linkage, 
"doing more better" would be the psyche and the net results 
may be the expected or even more. 
As a part of gearing up to the strategic environment, 
organisation structures of both the Air Corporations need a 
hard look. The spans of control for senior staff would have 
to go up and the abilities of these staffs must be enhanced 
to cope with a range of problems with simultaneous 
attention. The twenty first century will put pressure on 
technological advancement and innovation. Quality must not 
remain a concept but must be translated into reality. 
Technological adaption in quick response will be 
indispensable. The work-culture and atmosphere must 
encourage the innovation, not stifle it. The training and 
development efforts must be made strategic with linkages to 
the Corporate Plan. The elitist bias, transactional 
approach and undue reliance on formal training must be 
viewed as lacunae in our present system. More emphasis must 
be given for on the job training. Direct responsibility for 
training and development must climb up from bottom to even 
to the office of the chief executive. 
As is evident, compensation system is under pressure. 
Uniformity and standardisation will be drags on the efforts 
to create a motivating, innovative and responsive 
environment. Hence, organisational process such as 
communications and rules must be reoriented. Informal 
communication must be exploited for initiating action than 
overly relying on formal communication. The threshold for 
tolerance of mistakes in such actions must be higher in 
place of the present tolerance of inefficiency and inaction. 
Furthermore, Air India and Indian Airlines need to scale up 
their networks of operation with the outside world in the 
need for coping with competitiveness and external changes. 
And finally, staff entrusted with the responsibility 
for employees relations must look at their role not as fire 
fighters but as strategic planners. Business sense must 
prevail over imaginary or unjustified prerogatives and 
principles. They must be more conciliatory in approach. 
They must anticipate and foresee issues and develop 
contingency plans and actions that may give a new sense of 
direction to both the Air Corporations in the years ahead. 
A COMPARATIVE STUDY OF THE 
FINANCIAL PERFORMANCE OF AIR INDIA 
CORPORATION AND INDIAN AIRLINES 
CORPORATION 
TKesis SixbinittGci foe tKe Award of tke jJegcee of 
Doctor of Philosophy 
m 
COMMERCE • t » i 
• ' - •' B Y 
SHAUKAT ALI 
Under the Supervision of 
Professor Nafees Baig 
CHAIRMAN 
DEPARTMENT OF COMMERCE 
ALIGARH MUSLIM UNIVERSITY 
ALIGARH (INDIA) 
1994 

Professor Nafees Baig 
M.Com., PhD.. Dlitt., CASF (Manchester) 
CHAIRMAN 
Phones TExternat. 2S761 
Internal: 216 
STD Code—0571 
DEPARTMENT OF COMMERCE 
AUGARH MUSLIM UNIVERSITY 
ALIGARH-202002 
(INDIA) 
CERTIFICATE 
is to certifu that the Iheiii entitled 'A 
Comparative Study of the Financial Performance 
of Air India Corporation and Indian Airlines 
Corporation", submitted b^ Mr. Shaukat Alt haj been 
compt etect under mu duperviMon. li worn, in mu 
opinion, is suitable f or submission j- or the award of' the 
aearee oP PJt.D. in C-o ntnterce. 
(Professor Nafees Baig) 
Supervisor 
Residence : N.iU-cs M:in/il, i>i'r, S'.: Sv .\'. X ; - • lii^rart-
( J ^ 2 7 8 e 8 >m V v-o 0371 
COnTEDTS 
Acnowledgement 
Preface 
List of the Tables 
List of the diagrams & Figures 
J-IV 
v-vn 
VJll-lX 
Chapter-1 Socio-Economic Significance of Air Transport in India 1-25 
Chapter-2 Statement of Problem and Review of Literature 26-46 
Chapter-3 Growth of Civil Aviation during Plan Periods 47-76 
Chapter-4 Performance of Air India and Indian Airlines 
Corporations — A Comparative Study 77-126 
Chapter-5 Conclusions and Findings 127-153 
Bibliography 154-170 
ACKNO WLEDGEMENT 
ACKNOWLEDGEMENT 
(i) 
The debts I have accumulated in the preparation of my 
Doctoral thesis are numerous. My first and foremost thanks 
are to Dr. Nafees Baig (M.Com, PhD, D.Litt, CASF, 
Manchester), Chairman/ Department of Commerce, Ex-Dean, 
Faculty of Commerce who accepted me as his research scholar. 
But for Professor Baig I would have been wandered, stranded 
and helpless in my Doctoral Progression. He not only helped 
me in pursuing the subject in a more systematic way but 
every phase of the present study bears his keen interest, 
enthusiastic support, invaluable advice, valuable 
suggestions, sincere criticism and constant supervision. 
Inspite of his very tight schedule, he spared his valuable 
time as and when I approached him and helped and encouraged 
me throughout the various phases of the present study. I 
acknowledge the valuable and gracious help and guidance 
rendered by my esteem teacher and supervisor. 
I express my deep debt of gratitude to Prof. S.M. 
Ozair, Dean Faculty of Commerce. He not only helped me 
during the present course of study but he has been the 
source of inspiration and strength from the day I boarded 
Aligarh. I would like to take this opportunity to pay my 
respect to Professor Ozair for his invaluable guidance and 
affectionate attitude towards me. 
I wish to acknowledge my thanks to Professor Abdul 
Farooque Khan, Dr. Asif Ali Khan, Dr. Masood Ali Mirza, Dr. 
Qamruddin Khan, Dr. B.A. Iqbal, Dr. I.A. Bilgrami, Dr. Mohd. 
(ii) 
Talha, Dr. A.Q. Khan, Dr. Imran Saleem and all other learned 
teachers of Department of Commerce, A.M.U., Aligarh, whose 
knowledge and experience proved to be of great value in the 
writing of this thesis. 
The scholar gratefully acknowledges the assistance, 
encouragement and suggestions of Dr. Ezaj Ahmad, Dr. 
Shakeelurrahman, Dr. F.U. Siddiqui, Dr. Shoeb Ansari, Dr. 
Tanweer Alam, Mr. Iqbal Sayeed, Mr. Nasir Naeem, Syed 
Raziuddin, Dr. Anis Ahmad, Mr. Intekhaburrahman, Syed 
Tarique Imam, Mr. Mohd. Zafar, Mr. Sharful Hoda, Mr. Naushad 
Ahmad, Mr. Qamar, Mr. Qasimullah, Mr. Mohd. Sharif, Mr. 
Nehal Ansari, but the friendly encouragement and guidance of 
Mr. Masood Rana, Mr. Feroz Anwar, Mr. Minatullah, Mr. Ahmad 
Hussain, Mr. Tarique Bhatt, Mr. Asraf Siddiqui, Dr. Nesar 
Ahmad, Mr. Nafeesurrahman etc., require special thanks, who 
inspired me to attain my objective. 
I also thank Mr. S. Rashid Hussain, Mr. Ali Hassan, Mr. 
M. Shamshad Khan, Mr. Anis Ahmad and other non-teaching 
staff of the Department of Commerce, A.M.U., Aligarh, for 
their helping attitude. 
I am thankful to the Librarian, Deputy Librarian and 
the entire staff of Maulana Azad Library, who not only 
illuminated my understanding by providing me the reading 
materials but also helped me in creating nice working 
atmosphere by allotting a cubicle in the library, which 
proved to be invaluable help while attempting the present 
study. 
(iii) 
The researcher wish to express his sincere appreciation 
to Air India Corporation, Indian Airlines Corporation and 
Ministry of Civil Aviation and Tourism that cooperated in 
furnishing materials from their organisations. 
I also wish to express my gratitude and appreciation to 
those learned masters whose works I have consulted and 
referred to. 
It is my pleasant duty to record my thanks to all 
those who have rendered me great help in the completion of 
this work. While it is not possible to mention the all 
here, a word of special thanks is due to my sisters Mrs. 
Shahnaz Khatoon and Miss Nargis, to my younger brother Mr. 
Rustsun Ali, to my brother in law Mr. Mohd. Rizwan, to my 
brother cum friend Mr. Rahmat Karim, to Mr. Shibli, Mr. Syed 
Asghar Ali, Mr. Gazanferullah, Mr. Jeunshed, Mr. Chunna, Ms. 
Ginni and Miss Rxiby. 
The greatest debt I have incurred in this venture is to 
my parents, Mrs. Hasmun Misha and Mr. Ali Hussain, who have 
shown interest in it and extended their warm encouragement, 
full cooperation and generous financial assistance. Special 
thanks are also due to them for their teaching of values 
which they inculcated in me from my childhood. I am, what I 
am because of their constant encouragement and building up 
of my self esteem. 
I owe a special debt to my beloved grandfather and 
grandmother, Mr. Abdul Razzaque and Mrs. Kaniza Khatoon for 
their unfailing love and cooperation throughout my whole 
(iv) 
life. 
I am also grateful to my father and mother in law, Mrs, 
Khartun Nisha and Mr. Mohd. Rojeed and to my brother in law, 
Mr. Asghar Ali for their blessings, encouragement and 
generous help. 
I shall be failing in my duty if I fail to acknowledge 
the great contribution made by my spouse, Shabnam Naheed. I 
would like to thank her specially not only for assisting me 
most ably but also for encouraging me a new many times 
during the writing of the present project and has had a part 
in every stage of this doctoral thesis. 
I also thank my three months old daughter, Neeli and my 
nephew, Tarique for sparing me the time for writing this 
thesis which would have otherwise been theirs. 
And finally I grateful to the staff of Quality Computer 
Services, Aligarh for typing the thesis diligently and to 
KLIC for bringing out the final print with utmost care and 
devotion. 
Department of Commerce, 
Aligarh Muslim University, 
Aligarh (India) 
(ShauXat Ali) 
PREFACE 
PREFACE 
(V) 
Air transport can be termed as the youngest of all 
means of transport and is one of the largest and fastest 
growing industries of the world. The advent of Civil 
aviation has led to a whole new concept in the world of 
transportation. The rapid development of air transport has 
made the whole world practically one neighbourhood and has 
made travel an easy affair. In the sheer joy of seeing the 
whole world, today millions of people seem to move from one 
continent to another in a matter of hours. No history of 
human being has witnessed such a spurt in people travelling 
at home and abroad as today. A record number of three 
million people travelled within their country and abroad in 
1983 and the number is rapidly increasing every year. 
Today, the advantages of air transport are not to be 
assessed from economic angle alone. Air transport has wider 
implications encompassing not only economic gains but social 
and cultural benefits too. In terms of social and cultural 
advantages, there are abundance of evidences to prove that 
civil aviation unquestionably creates the atmosphere of an 
interaction between the cultural customs of different 
countries. From the economic point of view air transport 
tends to act as the prime mover of the development process 
and bears a close and complex relationship with all other 
sectors of the economy. It is an important source of 
maximising scarce foreign earnings for not only the 
developing countries but of many developed countries of the 
world as well. 
(vi) 
civil aviation can be termed as a highly complex 
phenomenon and encompasses economic, social, cultural, 
educational and political importance. The present study 
does not claim to be a novelty but surely a modest effort 
has been made to examine the air transport with its various 
manifestations. Tracing the history of air transport and 
focussing on its socio-economic significance, an attempt has 
been made to piece together various figures and facts 
relevant to the early history and development of air 
transport through the years. Endeavour has also been made 
towards carrying a comparative study of the performance of 
Air India and Indian Airlines. 
A well planned aviation sector can bring prosperity and 
also can contribute significantly in International 
cooperation. Its impact on socio-cultural pattern of life 
of the community is obvious and far reaching. It is a key 
industry and its neglect is not only self defeating but 
immensely disastrous in a competitive world of today where 
the globe seems to be shrinking everyday and where we have 
already entered the jumbojet age. Nonetheless, air 
transport has always been treated as a second line of 
defence. Likewise, in other emergencies such as floods, 
earthquakes, civil commotion, disruption of surface, etc. 
civil aviation would be of inestimable value to the country. 
It is from this angel that the present study has relevance 
and feasibility and it is hoped that it may prove a link of 
the chain of studies in this area and may profitably add to 
the existing literature on this important field of human and 
(vii) 
social activity beaming with promise for a tremendous 
future. 
In the last four decades of their existence, both Air 
India and Indian Airlines have achieved rapid increase in 
traffic as well as capacity and a long term view offers a 
picture of broadly sustained and steady growth. Though 
there have been experiences of unusual variation in terms of 
both positive and negative traffic growth rates, in some 
individual years, but the over all market has shown inherent 
resilience, giving rise to compensatory uprise, in traffic 
at different points of time. The recent trend in 
liberalisation of Indian economy and the resultant emerging 
market conditions are expected to provide consistent impetus 
to the growth of air transport in the country. 
This calls for a review of long term growth patterns in 
the civil aviation in order to face the future challenge. 
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CHAPTER - 1 
SOCIO-ECONOMIC SIGNIFICANCE OF AIR 
TRANSPORT IN INDIA 
Air Transport is one of the World's largest and the 
fastest growing industries and has tremendous impact on the 
nation's economy. The base of the economic structure of a 
country, whether developed or developing, can be strengthened 
by bringing in modernisation in its transport system in 
which air transport plays a pivotal role in the domestic and 
international communications. Man's brilliant conquest of 
air and now space shows one of the glorious chapters in the 
history of man-kind. The story of this excellent result has 
centuries of dreaming, aspirations, study, speculation, trial 
and experimentation by all kinds of men in all times and 
climes I-'- In view of this tremendous significance of air 
transport, this chapter will focus on the socio economic 
significance of air transport in India. 
In such a big country as India is where major 
industrial and commercial centres are scattered and far apart 
and where transport services must contend with a variety of 
terrain and climatic conditions, air transport has a big role 
to play. It offers savings in time that can not be matched 
by any other mode of transport over long distances. Air-
transport helps optimise technological, managerial and 
administrative skills in a resource short economy of a 
1. Acharya, Ram: Civil Aviation and Tourism Administration in 
India, National Publishing House, New Delhi, 1969, p. I. 
country'^ . The role played by the air-transport in the 
development of international trade and tourism is becoming 
increasingly important. Air transport has certainly been a 
key factor in the growth of international tourism, with 
respect to long distance and international travel. Besides 
this contribution, aviation is a must for a country's 
national defence and political security. It is in the 
interest of a nation to possess excellent civil fleets which 
can serve their commerce and industry during peace time and 
at the same time remain available for immediate conversion to 
defence purposes during the time of national emergency-^ . 
With the concept of liberalisation, globalisation and 
openness, perhaps the most important influence on the future 
of aviation in India as well as in world is the little known 
fact that the face of the world and the pattern of its 
industrial life are both changing. Today every nation is 
rushing towards huge industrialisation. In India, on all 
sides, big industrial projects are coming up. Only a few 
years back it was impossible to satisfy consumer demands 
without imported articles, ranging from tinned foods to 
industrial machinery. Today numerous brands of good tinned 
foods produced in India and also many other consumer goods 
are available. All this means that the tempo of national 
life is shooting up but at the same time they have to compete 
2. The Seventh Five Year Plan, Volume II, Government of 
India, Planning Commission, New Delhi, 1985-90, p. 230. 
3. Bhatia A. K.: International Tourism, Fundamentals and 
Practices, Sterling Publishers Private Limited, New Delhi, 
1991, p. 328. 
with rival interest both foreign and Indian, so there is no 
time to be slow when making a sales tour or searching for 
raw-materials to keep the factories busy and the workers 
employed. Aviation in the form of commercial air transport 
supplies the fast communications necessary to the success of 
our domestic industries. It is interesting to note here that 
without efficient air-transport, as well as a healthy air-
craft industry the Air force would not be. able to function 
efficiently. A fast moving industrial life means national 
income which supplies the needs of the Air force. 
Commercial and military aviations are complementary to each 
other. And it is important to point out here that Air force 
is the insurance policy for national security. Civil 
aviation is the function of energy that speeds up industry 
and commerce enabling them to earn the money to pay the 
premium for that policy. Hence a powerful and forceful 
civil aviation can bring national prosperity and happiness, 
it sets a high level standard of efficiency in engineering 
which is an example to other industries. Air transport is 
the spearhead of national development, a nation with a 
healthy civil aviation will automatically have a fine air 
force and a healthy, happy and prosperous industrial life . 
It is crystal clear now that civil aviation has 
communicational, commercial and technological value in the 
developmental strategies of a nation. Its potential to 
generate employment both directly and indirectly has great 
4. Economic Development of Indian Air Transport, National 
Publishing House, Delhi, 1967, PP. 380, 381. 
value. Efficient performance of the aviation administration 
can promote incomes and expenditure, facilitate investment 
and encourage resource mobilisation in a big way in the 
economy of a nation. It can also contribute quite 
significantly towards development of international trade and 
commerce and thus make available the numerous benefits to our 
trade and industry. The advantages of the civil aviation and 
efficient air transport administration in today's changed 
world are so many that all progressive nation states have to 
maintain and develop a network of airlines, airport and 
infrastructure that keeps it going in the direction of the 
furtherance to its national interest^. 
The importance of air transport from the view point of 
employment potential can not be over stressed. A large 
chunk of people owe their various kinds of allegiance both 
skilled and unskilled to aviation sector in India. It 
provides employment to various persons employing them in 
transport service, at airports, in construction and repairs 
of aircrafts and in other related services. Besides 
providing direct opportunity it offers jobs in several 
allied industries like hotels, restaurants, taxis, tourist 
shops, guides and travel agencies etc. It also generates 
employment position in various kinds of big and small scale 
industries from where it makes huge purchase^. 
5. Acharya Ram: Civil Aviation and Tourism Administration in 
India, 1969, OP. Clt; P. 157. 
6. Jain J. K.: Transport Economics, Chaltanya Publishing 
House Allahabad, 1987, P. 480. 
The civil aviation has a wide spectrum of employment 
coverage. It not only employ the trained workers but also 
gives opportunity to semi-skilled and even unskilled people 
of the country. The employees who are directly engaged in 
aviation operations fall in the primary employment schedule 
of the industry. These people work on the airports and in 
the aviation offices spread all over the country. The 
secondary employment group includes all those members of the 
personnel administration which provide ancillary services to 
the core personnel engaged in flight operations. The third 
category include different kinds of workers, who run their 
trade or business because of the key service provided by the 
civil aviation. All these employees in various kinds of 
industries and different segment of national economy owe 
their job positions or employments to the aviation 
administration of the country. Any kind of disturbances such 
as lockout or strikes in the airlines badly affects the job 
prospects of all these workers directly as well as indirect-
There is a strong link between employment to hotel and 
catering industries and aviation administration. There are 
a good number of people who are working in hotel industry 
mainly because the aviation sector provides them tourists 
both national as well as international. The aviation sector 
is also a source of boosting for automobile industry where a 
large number of persons find employment from driving of such 
7. Acbarya Ram: Civil Aviation and Tourism Administration In 
India, 1969, OP. Clt; P. 158. 
taxis and cabs which have their root either at the airports 
or at the airline hotels in India. Here it is not 
insignificant to mention the role of civil aviation in 
providing employment opportunity to service sector which 
includes employment attributable to civilian transport in 
industries and organisation providing goods to the civil 
aviation sectors. These industries supply, among other 
things, fuel and oils, buses and ladders, food, stationery, 
uniforms and other materials. With the advancement in 
science and technology and with the expansion of aviation 
industry which has brought the world so close together that 
now we measure the distances not in Kilometers but in hours, 
minutes and seconds. This closeness of the people of the 
world, materials and resources have helped in the expansion 
and openness of the world trade and commerce. Therefore, 
with the rapid expansion of air network, the purchasing 
needs of both air India and Indian airlines are increasing 
every year. This is no doubt is a positive addition to the 
employment potentials in the country and several other 
service industries have naturally started growing up 
especially to cater to the needs of the passengers and the 
crew^. 
Tourism by injecting vitality into national economies 
is a powerful force in the preservation of world peace and a 
catalyst in the process of fostering human understanding 
through contracts and communication of ideas, culture and 
8. Acharya Ram: Civil Aviation and Tourism Administration in 
India, 1969, OP. Cit; P.P. 160-164. 
believes. In every country of the world tourism is treated 
as an industry m its own right . The part played by the air 
transport in the development of international tourism is 
really appreciable. It has certainly been a key factor in 
the growth of international tourism, especially in respect of 
long distance and international travel. Although interna-
tional air travel was born at the end of World War I and 
slowly grew between the two Wars, it was only at the end of 
World War II that it made a tremendous breakthrough. The 
removal of wartime restrictions on international travel and 
the tremendous speed, safety and comfort provided by the new 
aircrafts released the long pent-up wanderlust of the people 
the world over-'-^ . 
Air transport plays very important role in foreign 
exchange earnings for a country. This is more true of India 
where the airlines in the public sector earn foreign 
exchange directly through foreign passenger and freight 
traffics. Indian Airlines alone presently carries around 9 
million passengers annually over its network. The ten 
million passenger mark was reached as early as in 1987-88. 
The present network sprawling over entire nation has about 
1,00,000 kms, of unduplicated route length. The carriage of 
cargo/mail is of the order of 1,30,000 tonnes. Based on 
annual number of passengers carried in 1988, Indian Airlines 
was ranked by international Air Transport Association (lATA) 
9. Nawab A. W.: Economic Development of Indian Air Transport, 
1967, OP. Cit; P. 410. 
10. Bhatia A. K.: International Tourism, Fundamentals and 
Practices, 1991, OP. Cit; P.P. 328, 329. 
as third largest domestic airline outside the U.S.A. •'••'•. Air 
transport is also significant from the point of helping the 
nation to produce indigenous products and substitute the 
import with its own goods and services. During the year 
1988-89, items valuing Rs. 32.83 lakhs hitherto imported were 
procured/fabricated indigenously resulting in the savings of 
foreign exchange. Efforts for indigenisation of more items 
without sacrificing the safety aspect have been going on. In 
this way it gives impetus for internal industrialisation and 
1 o foreign exchange savings . The foreign exchange 
earned/saved by the Air India Corporation during the year 
1990/91 computed on the basis of the formula approved by the 
Government was Rs. 379.86 crores as against Rs. 301.73 crores 
during the previous year . This figure again increased to 
Rs. 553.64 Crores in the year 11991/92 which indicates hand-
some earning of foreign exchange over the previous year . 
Moreover the airlines facilitate foreign tourists to 
visit India and travel to different places of charms inside 
the country. This generates foreign incomes throughout the 
national economy which gains through the increased activities 
of the hotels, travel agencies, tourist, cars, guides, tour-
11. Corporate Plan upto 2010, Indian Air lines. New Delhi, 
P.l. 
12. Annual report, Indian Airlines, New Delhi, 1989-90. 
13. Annual report of Air India and its subsidiary. Hotel 
Corporation of India Limited and Air India Charters, 1990-91, 
P.9. 
14. Annuala report. Ministry of Civil Aviation and Tourism, 
Department of Civil Aviation, 1992-93, P. 27. 
ists shops and handicrafts, stores etc. 15 
There is a close relationship between tourism and 
transport particularly the air transport, the relationship of 
two ideas that is travel and stay, within the complexity of 
tourism and of fixing at the same time the order of events. 
Expansion of transport has always preceded the periods of 
great increase in travel and tourism. The contribution of 
Air India in the promotion of tourism in India is also of 
great significance. Long before the Government of India 
opened its tourist offices overseas, Air India offices had 
started promoting tourist traffic to India. To promote 
tourism,a full-fledged tourism division of Air India started 
it operation from New Delhi since 1981 for greater 
interaction with the Department of Tourism, Indian Airlines 
and the travel industry. Its genesis goes back to 1955. To 
more tourist Air India has introduced a large number of 
projects and programmes. The introduction of low-cost stop 
over tours to attract passengers who would normally overfly 
India met with complete success. For the year 1993-94 stop 
over tours are being sold at a price of US$ 35 per person on 
a twin sharing basis at Delhi, Bombay, Calcutta and 
Madras-^". Air India has worked enthusiastically at over seas 
promotion of adventure tourism to India. The results of a 
series of travel marts organised by in Frankfurt, Zurich and 
Munich in May 1992, where Indian tour operators met with 
15. Acharya Ram: Civil Aviation and Tourism Administrsation 
in India, 1969, OP. Cit; P. 167. 
16. Travel review, April 1993, P. 13. 
their counterparts to promote this segment of traffic have 
been very encouraging. Furthermore, the airline has played a 
leading role in promoting special interest tours especially 
golf, polo and wildlife. A world Mahaseer Fishing 
Competition has been organised in Karnataka. Recently Air 
India successfully launched a super summer save campaign in 
Europe and Japan to attract a great number of passenger. 
These packages were very successful and generated 
approximately 8,000 additional tourists. The anticipated 
figure for 1993 is approximately 15,000 tourists. Air 
India's commitment to promote tourism is closely linked with 
its commitment to provide safe and personalised Air Travel. 
With its network of over 100 offices overseas and with the 19 
government of India Tourist offices it serves as an 
1 7 
important Indian presence worldwide . The air transport 
helps in the development of foreign tourist traffic in the 
country, hence making valuable contribution in the foreign 
-I O 
exchange earnings of the country^ . 
The vital role played by the tourism in the enhancement 
of the national income can not be ignored, which apart from 
its personnel or human values, is becoming an increasingly 
important industry and many a national economy owes its 
strength and support largely, if not mainly, to revenues from 
this source. As we know that India is a beautiful country so 
it has many attractions to offer to the foreign visitor like 
17. Travel Review, April 1993, P. 14. 
18. Negi Jagmoban: Tourism and Travel, Concepts and 
Principles, Gitanjali Publication House, New Delhi, 1990, P. 
200. 
cultural, historic and scenic beauties. It is here that air 
transport can make quite valuable contributions. It is true 
that in recent years as the result of systematic efforts the 
inflow of tourist traffic into the country has swelled 
considerably. Nevertheless, it can not be said that the 
available potential is being exploited fully especially 
because of the disturbances in many parts of the country 
which has tourist attraction. 
The role of civil aviation in the promotion of export 
is of immense importance. It not only helps in earning the 
foreign exchange but also facilitates exports and foreign 
trade. Air transport by providing air link with different 
countries of the world helps in promoting the export of a 
nation. India has strengthened its trade link with the 
U.S.A., Canada, the UK, Japan, Singapore, Gulf, the C.I.S,, 
East Africa and Thailand with the help of air transport. In 
addition to this India has also extended its air freight 
operations to Luxembourg, Moscow, Zurich, Paris and to many 
other places in order to augment its foreign trade ties. 
Besides this, the aviation administration also handles giant 
loads of incoming and outgoing foreign airmails daily. These 
freights and mails loaded and airlifted by air India is an 
enormous operation having its commercial, political and 
social importance. These handling of cargo and mails 
shows India's commercial and geopolitical ties connected by 
the aviation administration and its contributions to mother 
country's national economy . 
Because of the expansion of network of both Indian 
airlines and Air India and with that the increased trade ties 
of India with the different countries of the world the air 
freight is a motivating force to Indian trade and commerce. 
It helps in the export of perishable goods. Exports of 
commodities where urgency of the delivery is a prime concern 
can be facilitated through air freight only. Further, air 
transport gears up the exports of those commodities which are 
light weight but are precious in their valuations. The role 
of air transport in enhancing the exports of pearls and 
precious stones from India to other parts of the world and 
thereby bringing attractive amount of foreign exchange to the 
nation can not be overlooked. With the expansion of India's 
industrial potential several other commodities are also being 
airlifted in enhanced amounts which shows the new and 
untapped potential for earnings of more foreign exchange 
through aviation industry. The benefits which Indian 
economy is receiving through air transportation just cannot 
be quantified in terms of figures alone. The prompt delivery 
system which is one of the greatest advantages of air freight 
allows a number of associated benefits to businessmen and 
industrialists such as reduction in investment in goods in 
transit, packing, insurance and warehousing. It promotes 
increased use of production facilities and reduction of 
inventory costs which further results in substantial cost 
19. Acharya Ram: Civil Aviation and Tourism Administration in 
India, 1969, OP. Cit; P.P. 170,171. 
savings in the production operations of the industry 
especially in a developing country like India. The speed of 
travel and the possibilities of reaching distant countries 
facilitates visits of technical and professional expertise 
from one country to another. This is a special advantage of 
the civil aviation which is of real significance to the 
developing economy of a country like India. It helps in 
extending facilities and motivates to trade missions for 
trade negotiations and agreement with other countries of the 
world. Moreover, to further strengthen the foreign trade and 
to increase the share of export trade in the advanced 
countries of the world Air India has reintroduced freight 
0 n 
services to the USA and Europe effective from July 1993 . 
Air India today offers a total cargo capacity of 1,135 tonnes 
per week in each direction on its world wide network. To 
attract high yield business traffic on its services more non 
stop flights have been introduced and the number of executive 
class seats offered have been increased. Air India's pattern 
of operation has been rationalised with more and more point 
to point services. As a result of this Air India today 
provides more non-stop services out of India than any other 
airline. The volume of foreign trade generated for India 
through various kinds of trade missions traveling by air in 
recent past is an example in itself. It has cemented 
business relation with other friendly countries. Busy 
business executives who are always time short can only 
20. "Computer Link up for Travel Agents in India", Magic 
Carpet Vol. 37 No.3, Air India, May-June, 1993, P.2. 
afford to travel by air^ -*-. In a nutshell, these above 
mentioned benefits and advantages of air transport in 
strengthening the India economy and stimulating the foreign 
trade and foreign earnings (although difficult to quantify) 
are obviously sizable. 
Another advantage of the aviation is the development of 
internal communication and domestic commerce. The Indian 
airlines is the third largest domestic airlines of the world. 
Indian airlines serves its network with the carriage of 
passengers, cargo and mail. In 1954-55, the airline carried 
half a million passengers and 5500 tonnes of Cargo/mail. 
Moreover, this number of passengers traveling with Indian 
airlines throughout the length and breadth of the country has 
been increased at a fantastic rate every year. The air 
routes are gradually linking even the most remote areas of 
the country to capital towns and are thereby laying a strong 
and wider foundation for the rapid growth of Indian economy. 
Previous practice of Indian airlines was to employ hub and 
spoke pattern of operations in constructing its network. The 
four hubs of the network were the four metros that is Delhi, 
Calcutta, Bombay and Madras. These hubs were linked by the 
larger capacity air craft and the spokes radiating out of 
the hubs were the regional routes served by smaller air 
craft. Traditionally, there were no inter-regional direct 
links and all regional traffic was necessarily linked through 
the hubs. But the increase in economic activity and growth 
21. Acharya Ram: Civil Aviation and Tourism Administration in 
India, 1969, OP. Cit; P.P. 172,173. 
of new industrial centres and projects have convinced the 
authorities of Indian airlines to make changes in terms of a 
shift from the hub and spoke pattern to direct city pair-
connections hence increasing inter-regional city pair traffic 
movement. In the past several years by applying the process 
of route rationalisation new city pairs were established and 
more and more direct links were provided thereby improving 
passenger convenience and the economies of travel. 
Consequently traffic growth has also been enhanced by the 
emergence of more nodal points, other than bases . 
The growth of domestic air service during the decade 
from 1961 to 1991 in terms of route lengths, passenger 
numbers, cargo tonnage, mail loads and revenue figures 
speaks volumes about the overall contribution which the 
aviation administration has made to the rapid expansion of 
national communication network and domestic commerce. 
22. Corporate Plan, upto 2010, Indian Airlines, May 1992, P. 
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The analysis of the above data reveals that annual 
passenger carriage in 1970 was 2.2 million which slightly 
increased to 2.9 million in the year 1975. But there was a 
record enhancement in the passenger carriage in the year 
1980. It touched the mark of 5.3 million from the passenger 
carriage of 2.9 million in the year 1975. As it is clear 
from the diagram that Indian airlines never looked back and 
there is increasing trend in its passenger carriage. It 
rose to 8.5 and 9.8 million in the year 1985 and 1990 
respectively. On the basis of these statistics it has been 
estimated that these numbers would go up 14 million and 2 0 
million in the years 1995 and 2000 respectively. 
Domestic air cargo traffic moves almost entirely on the 
Indian airlines system. Not only domestic cargo but even 
international cargo which is not originated from or destined 
for the main gate way points of Bombay and Delhi, is carried 
on the inland leg by Indian airlines. As a principle Indian 
airlines is a passenger oriented airline but in order to meet 
social necessities by providing carriage of essential 
commodities to otherwise inaccessible area, Indian airlines 
operates specially configured flights quite regularly on a 
few select sectors. In the ten years period upto 1988-89, 
the growth in cargo tonnage has averaged over 10% per annum. 
During 1989-90 and 1990-91, there has been a decline in 
capacity due to shortage of operating aircraft. Similar to 
the Indian airlines passenger traffic, cargo traffic also 
bears a rather significant relationship with the health of 
the national economy and more specially the industrial 
sector. A buoyant market with a prolific manufacturing 
industry generates an up swing in air cargo traffic, 
especially in the carriage of higher value goods. We are 
living in the age of science, research and development 
therefore, the role of infrastructure in the development of a 
economy of a nation cannot be ignored. Indian airlines which 
renders the passenger and cargo services directly to Indian 
economy also creates several other technological facilities 
and infrastructure which are put to fruitful uses to other 
industrial sectors of planned development. The higher and 
more sophisticated state of technology that spins off to 
other sector of the economy is in itself a high benefit for 
the country which the civil aviation brings in its wake. The 
mushrooming of network of telecommunications that India 
operates throughout the country is one of the most important 
of these technological achievements. The aeronautical 
telecommunication service plays a vital role in the process 
of consolidation and progressive development. Research and 
development of different types of equipment and devices 
required for use by the aeronautical communication service 
also generate better facilities and techniques in related 
fields of work and production. To cite some example, some 
of these include automatic transmission of information, 
message store facilities, transistorised power supply units 
with regulation under different load conditions, antenna 
utilising printed circuit techniques and target oscillators 
using transistors for the ground check. There are tremendous 
advantages that can be had from these technologies by other 
sectors of national economy. The net work of meteorological 
observatories and the provision of weather services is 
another important technological fall-out of civil aviation 
administration in any country including India^ -^ . 
Research and development activities linked with the 
operations of civil aviation are also closely related with 
other areas like radio communication, satellite and space 
research and climatology. The Indian airlines and Air India 
have already entered the computer age and this opens a vast 
vistas of computer system which is being established 
throughout the country. 
Indian Airlines Corporation moved to computer /systems 
in 19 69 and is investing huge money in it. The computer 
centre installed at Delhi Airport houses the UNISYS 1100/80 
computer which provides real time passenger reservations 
facilities at all stations an Indian airlines network through 
dedicated data links. It is one of the largest private 
communication networks in the whole country . 
23. Acharya Ram: Civil Aviation and Tourism Administration in 
India, 1969, OP. Cit; PP. 176, 177. 
24. Corporate Plan upto 2010, Indian Airlines, New Delhi, 
P.l. 
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In the present architecture, system switching and 
network control are also handled by the mainframe computer. 
This architecture has limited capacity for connectivity for 
other systems, Local Area Network (L A N) and wide Area 
Network (W A N ) . It is planned to installed Distributed 
Communication Processors (D C Ps) and High Throughput Nodal 
Processors by the end of the year. The D C Ps would take the 
main burden of system switching and Network control off the 
mainframe computer leading to improved terminal response and 
open system connectivity. The D C Ps would therefore, 
increase connectivity of the mainframe system of LAN, WAN and 
other system of diverse makes. Even when the present system 
is replaced, the D C Ps shall continue to function as "Front 
End" Processors for providing these functions^^. Schematic 
presentation of the computer and communication network of 
Indian Airlines by 1995, including its various components is 
shown in the above figure. Air India is also not lagging 
behind and is putting heavy amount on its computer set up. 
The new Unisys 2200/435 computer hard ware has been installed 
and the new USA S 2000 Reservations Software is under going 
testing on this new hardware. During the year 1990-91 more 
travel agents were connected to ARTICA to effect bookings on 
Indian airlines systems. Moreover other airways like 
Lufthansa, British Airways and Alitalia have signed mutual 
agreements with Air India which will enable travel agents 
to book seats on these airlines through ARTICA without the 
"Host check". Air India's computerised reservation network 
25. Corporate Plan upto 2010, Indian Airlines, New Delhi, Hay 
1992, P. 42. 
has been extended to cover more off line stations. Some 
modification has also been put in the existing fare display 
by developing an in house software to dynamically compute the 
through fares. In order to enhance and spread the area of 
coverage more software contracts have been signed with 
external consultants to develop a Revenue Proration Package 
Message Switching and inventory control of aircraft spares. 
The software for medical clinic operations has also been 
acquired . 
In addition to this, to bring more efficiency and to 
reduce the inconvenience of passengers and agents equally the 
government of India has given approval to the two national 
carriers, Air India and Indian airlines to jointly provide a 
computerised Reservation system (CRS) for travel agents in 
India. A separate company owned jointly by Air India and 
Indian airlines is also being setup for this purpose. 
Moreover, Air India and Indian airlines have short listed two 
world wide MEGA CRS systems and the process of selection is 
in an advanced stage. After the selection has been made, 
travel agents throughout India will have the facility to 
make reservations for passengers traveling within India and 
also outside India on any carrier instantaneously to any 
destination. This is really a very happy news and is of its 
first kind in India and will help travel agents in serving 
the traveling public throughout India including at remote 
26. Annual report of Air India and its subsidiary Hotel 
Corporation of India Limited and Air India Charters, 1990-91, 
P. 12. 
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locations . 
The spin-off of this important technological 
development of our era, to other economic sectors of national 
growth are beyond precise calculations. The technical know 
how required for the manufacture and maintenance of various 
parts of an aircraft, which are light weight, compact, dust 
proof, weather proof and flame resistant give birth to middle 
range technologies and certainly this generates substantial 
and large range advantages for other industrial sectors of 
national economy^^. Thus the socioeconomic significance of 
air transport in India is immense and has far reaching conse-
quences which can not be measured in quantitative terms 
alone. 
CONCLUSION 
The above discussion discovers a very close 
relationship between the civil aviation and socio-economic 
development of India during the last four decades. The 
development of air transport has given fillip to various 
kinds of industries,big as well as small. Many of the 
benefits of air transport are significant and apparent but 
they are so intermingled with the process of economic growth 
and development that it is not easy to specify them. Rapid 
expansion of the network of Air India and Indian Airlines and 
27. Magic Carpet, Vol. 37 No.3 Air India, May-June 1993, P. 
3 . 
28. Acharya Ram: Civil Aviation and Tourism Administration in 
Jndia, 1969, OP. Cit; P. 177. 
efficient operation of these two corporations have placed the 
country in a sound and strategic position which ultimately 
creates a stimulating condition for business and commerce. 
Similarly air transportation is helpful in creating new and 
unprecedented opportunities for growth of industries in some 
of those cities, which might have otherwise lacked incentives 
and impetus to expand and grow. 
The present chapter also highlights the part played by 
air transport in the promotion of tourism in India It can be 
said that air transport has done remarkable job in terms of 
carrying heavier passenger loads to and from India. It has 
activated tourist centres and tourists by projecting a 
glorious and beautiful image of cultural heritage of India to 
inquisitive visitors from abroad. The quick and prompt 
movement of passengers and the cargo has made international, 
cultural and technological exchanges possible, and has 
rendered political interaction easy. The present chapter 
also points out that the commercial and military aviations 
are complementary to each other. Thus civil aviation is the 
function of energy that speeds up industry and commerce 
enabling them to earn the money to pay the premium for that 
policy. Thus a powerful and forceful civil aviation can 
bring national prosperity and happiness. Air transport is the 
spearhead of national development, a nation with a sound 
civil aviation will automatically have a healthy, fine, happy 
and prosperous industrial life. Hence civil aviation has 
communicational, commercial and technological value in the 
developmental strategies of a nation. 
Though air transport has helped a lot in the socio-
economic development of India but a look on the aviation 
operation as is evident from the above study shows that the 
performance of aviation sector has certainly touched the 
prescribed targets, but it has not cared to utilise that 
untapped potential, which would have normally contributed to 
the growth of Indian economy in terms of opening up of new 
jobs opportunities, availability of cargo loads and 
development of small scale industries and other trades of 
local interest. In view of this limitation, it is imperative 
to make a study of the performance of Air India Corporation 
and Indian Airlines Corporation so as to project the future 
possibilities of expansion and growth in the air transport 
sector. 
In the next chapter an endeavour will be made to probe into 
some of the problem areas of the air transport system. 
Further, an attempt will also made in the chapter to review 
the literature available on the subject so that it may be 
helpful in augmenting our case for a better air transport 
service in the country. 
The chapter will also present the research design and the 
methodology to be adopted for arriving at conclusions and 
findings of this study. 
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CHAPTER-2 
STATEMENT OF PROBLEM AND REVIEW OP 
LITERATURE 
In the fore-going chapter an attempt has been made to 
screen the role of air transport in the socio-economic 
development of our country. The chapter has been devoted to 
evaluate the contribution of civil aviation to national 
economy and tourism development in India. In the chapter, 
the significance of air transport from the Communicational, 
Commercial and technological angel in the developmental 
strategies of a nation in today's changed world order has 
also been high lighted. It has been revealed that though 
air transport has done a remarkable job in the socio-
economic advancement of India, but at the same time, it has 
not cared to utilise that untapped potential which would 
have normally contributed to development of Indian economy 
in terms of opening up of more job avenues, availability of 
cargo loads and development of small scale industries and 
other trades of local interest. 
The present chapter seeks to critically review the 
literature available on the subject. It also presents the 
statement of the problem, objectives and the research 
design. The conceptual framework of the research has also 
been given in the chapter. 
OBJECTIVES OF THE STUDY 
The main objectives of the study are: 
1. To see whether the present system of organisation and 
working is as efficient as can be and to suggest what 
practical measures are needed for its improvement and 
feasibility. 
2. To study the contribution of Indian Airlines and Air 
India Corporations towards national economy and tourism 
development in India. 
3. To probe into the personnel problems of recruitment, 
promotion, training and working atmosphere of the employees 
in the two Corporations. 
4. To examine the growth pattern of the Air corporations 
during the Plan period, and 
5. To study and analyse the working of the two Air 
Corporations in a comparative perspective. 
6. To look into the weak areas of the two Corporations and 
suggest remedial measures. 
HYPOTHESIS: The study intends to test the following 
hypothesis: 
1. That after the nationalisation of air-transport in India, 
very little or no sincere effort has been made to 
restructure the organisational system of the two 
Corporations on Commercial line. 
2. That the two Air Corporations of India are not 
independent as it appear to be to the casual observer. They 
are not free in their day to day operation and even for 
routine matters they have to take clearance from the 
Ministry of Civil Aviation and Tourism, which has an adverse 
effect on the working and performance of the Corporations. 
3. That the Civil aviation Corporations have been so 
structured which mainly suit the bureaucratic ethos. 
Moreover, because of the political interference and 
bureaucratic red tapism, the Civil aviation in India has to 
pay a very heavy price in terms of inefficiency, w^ste and 
poor image of its professional performance in the world. 
4. That though the two Air Corporations provide fair deal to 
their employees but the employees of Corporations tend to 
have higher expectations, hence there are labour problems, 
indiscipline and low productivity of employees. 
5. That the Indian Airlines is in red and its performance 
is very frustrating in the recent years in comparison to Air 
India Corporation, principally because of the mismanagement, 
political interference, confusion of goal, lack of clarity 
of direction and unfriendly labour management relations. 
METHODOLOGY ADOPTED: 
The present study is carried out on the basis of 
primary as well as secondary sources of information and has 
taken the help of both published and unpublished data 
available from authentic sources. A number of methods have 
been employed for the purpose of data collection such as 
collection of the secondary data with the help of journals, 
periodicals, documents, annual reports, auditor's report, 
newspapers, research papers, reports etc., on Indian 
airlines corporation and Air India corporation. The major 
sources of information in the present study are the Annual 
reports, auditor's reports, Magic Carpet Travel Review, 
Government reports and publications, Kothari's Industrial 
Directory of India, Business World, Corporate Plan, Five 
Year Plans, Annual Plans, Business Today, the journal of 
Institute of Public Enterprise, the Europia World Year Book, 
Avion, Indian Aviation, Image, Vimanika, India Today, 
Economic Survey, Monthly Commentary, Financial Express and 
the Economic Times etc. In addition to these, a number of 
executives and personal Relations Officers and other 
officers in the Indian Airlines Corporation and Air India 
Corporation have been approached and interviewed for 
collecting information. Their opinion as a primary source 
which may be of immense help in arriving at conclusions and 
final findings on the revamping of structure and growth and 
development in Indian Airlines and Air India Corporations 
has also been gathered during the course of this study. 
Simultaneously, discussions were also held and views and 
opinions were exchanged with work force and the technical 
experts for enriching the study with their views and 
statements on the subjects, which may be helpful in 
enhancing the authenticity of the study. 
LIMITATIONS OP THE STUDY: 
Inspite of all honest, sincere and possible endeavour, 
there have been certain limitations. The fact that the 
present study is mainly based on secondary sources and only 
partly on primary sources of statistics, reduces the degree 
of reliability as normally associated with such studies. 
However, an effort has been made to ascertain the maximum 
possible accurate data and information from the reliable 
sources. 
The present study would have become much more 
comprehensive by including some foreign air-lines under the 
purview of study for comparative purposes on the capacity 
utilisation, load factors, fares and freights policies and 
labour relations etc. But the shortage of time and 
difficulty of ascertaining data from other corporations were 
the main obstacles. And hence we have the limitations of 
discussing only the local corporations — i.e. Air India and 
Indian Airlines. 
REVIEW OF LITERATURE: 
The chapter reviews critically the existing literature 
available on the effectiveness and efficiency of transport 
as a means accelerating the tempo of economic development in 
the country. Related studies show that except for a few 
occasional reports little work has been done during the last 
decade on Civil aviation in India. Although some studies 
have been conducted concerning the history, financial 
performance, price policy and development of tourism, but as 
mentioned the materials on civil aviation is .scarce and 
insubstantial. The purpose of the present study is to 
review the relevant studies carried out on the subject. A 
sizable amount of books, journals, training reports, 
articles and research papers have been consulted and 
reviewed. 
Ram Acharya in his study entitled: "Civil Aviation and 
Tourism Administration in India", has presented a systematic 
historical overview of the development of Aviation 
Administration in India. The author has also discussed in 
detail the organisational frame of the Union Ministry of 
Tourism and Civil aviation, International Airports Authority 
of India Ltd., the organisation and working of Air India and 
Indian Airlines Corporations. THe author has also tried to 
make indepth study of the impacts of civil air transport on 
Indian economy and tourism industry.-^  
A.W. Nawab, in his book entitled,: "Economic 
Development of Indian Air transport", has critically 
analysed the increasingly significant role played by India's 
air-transport on both national and international scene. The 
author has put his sincere effort and devoted his attention 
to examine every minute detail of the important facts and 
figures connected with civil aviation in India. In addition 
to covering a wide range of topics related to air transport, 
the author has surveyed the entire history of the different 
commercial airlines that existed before the two corporations 
namely Indian Airlines Corporation and Air India Corporation 
were instituted. The book further goes into the details of 
the recommendations of the Committees appointed in 
connection with the setting up of the corporation as well as 
to guide its functioning.^ 
M.R. Bonavia published a study entitled.: "The 
1. Acharya Ram: Civil Aviation and Tourism Administration in 
India, National Publishing House, New Delhi, 1969. 
2. Nawab A.W.: Economic Development of Indian Air Transport, 
National Publishing House, Delhi, 1967. 
Economics of transport", in which the writer focuses on the 
role and importance of transportation system. The author 
has made widespread discussion on the significance of good 
transport system from industrial, political, social and 
cultural angels.-^ 
Yet another study entitled,: "Transport Economics", 
authored by J.K. Jain has dealt in detail the importance of 
transport and the role and significance of air transport in 
India. It is the belief of the author that the modern 
civilization is the off-spring of modern means of transport 
on which depends the economic stability, social welfare and 
political strength of a nation. 
S.K. Srivastava, in his book entitled,: "Economics of 
Transport", has traced the historical survey of the means of 
transport. The author has coherently examined their present 
position and has recommended various suggestions for their 
operational efficiency. The various suggestions and 
recommendations made by the various committees and 
commissions appointed from time to time by the government of 
India to bring in efficiency in the transport system in 
India has been included in the book by the author.^ 
K.P. Bhatnagar, in his study,: Transport in Modern 
3. Bonavia, M.R.: The Economics of Transport, James Nlsbet & 
Co. Ltd., Cambridge, 1954. 
4. Jain J.K.: Transport Economics, Chaitanga Publishing 
House, Allahabad, 1987. 
5. Srivastava, S.K.: Economics of Transport, S. Chand and 
Company (Pvt.) Ltd., Ram Nagar, New Delhi 1987. 
India", has critically evaluated the role and importance of 
transport. The author has dealt in length with the history 
of growth and development of air transport in India. He has 
also pointed out the impact of air transport on the various 
wings of society. The writer has further indicated the 
desirability for a rapid growth of air transport in India, 
for the fast economic development of India. 
A study published in 1985 with the title,: "Successful 
Tourism Management", by Pran Nath Seth has highlighted the 
history, significance and the role of air. transport in 
tourism development. The study begins with a detailed 
discussion on the socio-economic significance of tourism and 
the role of transportation particularly the civil aviation 
in the promotion of tourism. The author also goes in length 
to cover the history of civil aviation development in India. 
It is the feeling of the author that the Human Resource 
Development is very essential for all the industries and 
hence the need for manpower development to service industry 
like civil aviation is paramount. This study also contains 
interesting case histories and examples and personal 
experiences of the author.' 
M.R. Dhekney, in his study,: "Air-Transport in India", 
has overviewed the historical development of air transport 
in India. Besides tracing the history of air transport in 
(5. Bhatnagar, K.P.: Transport in modern India, Kishore 
Publishing House, Parade, Kanpur, 1974. 
7. Seth. P.N.: Successful Tourism management. Sterling 
Publishers Private Limited Banglore, 1985. 
India he has also incorporated in his book the suggestions 
and recommendations extended by the various committees and 
commissions for the betterment of air transport industry in 
India.^ 
L. Vasudev, in an article,; "Our future is at stake 
unless we do well", has emphasised the need of the spirit de 
Crops. The article argues the significance of clarity of 
direction for action and the need of common efforts for its 
revival, and this may be helpful in achieving the world 
standard. 
S.L. Gera, in his study,: "Profit is vital for 
independence", has highlighted the importance of profit for 
the growth and development of an organisation. The author 
emphasised the need of internal resource generation for the 
expansion and survival of an organisation. The article also 
asserts that without sufficient profit an organisation loses 
its independence and strongness. 
A brief study entitled,: "Resource generation for 
public sector development", by K. Raipuria, has thrown light 
on the importance of internal resource generation for the 
growth and expansion of an organisation. The author after 
analysing the different aspect has argued that the survival 
8. DheKney M.R.: Air Transport in India, Vora and Co. 
Publishers, Ltd. Bombay, 1953. 
9. Vasudev, L : Our future is at stake unless we do well, 
Vimanika, August, 1992. 
10. Gera, S.L.: Profit is vital for independence, vimanika, 
August, 1992. 
of an organisation depends on the capacity of its creation 
of internal resources". •'• 
G.V. Rao has studied Indian airlines Corporation from 
the HRD view point. In this article entitled,: Training for 
improving customers services", has dealt in detail and 
emphasised the need of training for bringing in overall 
efficiency in the corporation. The author argues that it is 
not the capital but the employee on whose honesty, sincerity 
and performance depends the efficiency and profitability of 
an organisation. In the conclusion the writer puts the 
stress on the need of training which may be a helpful 
instrument to develop a culture of courtesy and 
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profess ional ism. 
A repor t published in Magic Carpet, e n t i t l e d , : "World 
s t o r e s and purchase Managers Conference", has noted tha t the 
only job for a l l the employees in any service industr ies 
l i k e Air India and Indian Ai r l ines Corporation i s to create 
and maintain sa t i s f i ed customers or consumers and to achieve 
t h i s t a r g e t a common goal , a common resolve to solve 
problems and a common commitment are absolutely necessary. 
The repor t further emphasised t h a t employees in an 
organisa t ion are jus t l ike a chain and the strength of a 
chain i s equal to i t s weakest l ink . By quoting different 
exper ts who attended the conference, the report put the 
11 . Raipuria K: Resource generation for Public Sector 
Development, the Hindustan Times, New Delhi, August 11, 
1990. 
12. Rao, G.V.: Training for improving customers services, 
vimanika, February, 1992. 
emphasis on good service and has suggested that the only way 
that Air India can compete with US mega carriers and Asians 
Tigers is by providing superior quality service. This 
unique service and quality can carve a niche for Air India 
and give it needed growth.-^ -^  A report prepared by Ministry 
of Civil Aviation and Tourism published in 1992-93 has 
touched upon almost all the aspects of the Department of 
Civil Aviation like its main functions, organisation and 
methods and modernisation schemes etc. Grievance redressal 
machinery, special programmes/ Schemes regarding the 
vigilance activities, Scheduled caste/ Scheduled tribe cell 
relating to reservation for scheduled castes and Scheduled 
Tribes in posts and services have also been carried out by 
the report. The report also throws some light on the 
various schemes which are existing in the Department of 
Civil Aviation for the Welfare of Women and Minorities.-^ "^  
Annual report published in 1989-90 has briefly examined 
the financial results of Indian airlines corporation. The 
report reveals that the operating profit came down 
Substantially during the year 1989-90 and a net loss of Rs. 
15.24 crores was sustained by the corporation as against a 
profit of Rs. 10.68 Crores during the previous year. The 
report put forth argument that the net loss was sustained 
due to heavy non-operational expenditure comprising of 
13. "Work Stores and Purchases Managers Conference", Magic 
Carpet, March-April 1993. 
14. Annual report. Ministry of Civil aviation and tourism. 
Department of Civil aviation, 1992-93. 
interest charges on the borrowed funds for A-320 and other 
air-craft, foreign exchange losses to due to continued 
upward revision in US Dollar vis-a-vis Indian rupee. The 
report further furnishes statistics on foreign exchange 
earning and on air craft utilisation and the fleet strength 
1 s of the corporation. 
A supplement, "Air India: Palaces in the Sky", 
published in April 1993 has dealt with the various Schemes 
undertaken by Air India Corporation. The Supplement says 
that air India projects to the world a striking image of 
modernity and tradition — a perfect fusion of technology 
with grace. The Supplement also traces the history of air 
India and says that in the intervening 60 years air India 
has progressed from operating the tiny single engined planes 
of the thirties to slightly larger multi engined pre-war 
passenger planes, and later a whole generation of post-war 
aircraft. The Supplement also notes the Indian Style of 
hospitality which means great food which are being provided 
within the air craft. The role of Air India in the 
promotion of tourism has also been discussed briefly in the 
Supplement. The Supplement concludes that Air India has 
bright future with untiring effort, commitment to excellence 
and a consciousness of tradition. Air India has set itself 
the goal of achieving new dimensions in air travel. •'•° 
There have been a number of factors responsible for the 
15. Annual report, Indian Air Lines, New Delhi, 1989-90. 
16. Air India: Palaces in the sky. Travel Review, April 
1993. 
poor performance of the Civil aviation in India. To 
overcome the problems and bring efficiency in the working of 
Civil Aviation Sector many expert committees and panels have 
been appointed by the government in the past which have 
recommended to the government to have a positive aviation 
policy in view of it's social, economic, political, cultural 
and national strategic importance. 
A Committee by the name of "Air Transport Enquiry 
Committee" was constituted in the year 1950. It provides 
invaluable materials for the study of Indian Commercial 
aviation and is divided into 16 chapters which discusses 
almost everything related with India's air transport system. 
This Committee after scrutinising all the relevant aspects 
of the Commercial air transport have offered its valued 
recommendations which are both educative as well as 
informative. 
The government sought the advice of the Committee on 
certain specific points such as the present state of air 
transport in India and the best lines on which future 
development might be organised. 
The detailed terms of reference of the committee are as 
under: 
To inquire into and report upon and to make 
recommendations with regard to the following matters: 
i. The present state of the transport industry in India in 
regard to both internal and external services. 
ii. The pitfalls with regard to the organisation and 
management of the industry as a whole or with regard to any 
individual companies. 
iii. The major problems and defects in the industry as at 
present constituted. 
iv. The manner in which Indian air services, internal and 
external could best be operated with the maximum economy 
having, due regard to all relevant factors including 
passenger fares and freight and mail rates, during the five 
years 1950-54, providing also for adequate development of 
the air services and for such purpose, 
(a) The reasonable needs of the industry of assistance from 
the state and the manner and extent of such assistance and 
cost thereof to the state. 
(b) Regulation of the industry and control over its 
management by the state. 
(c) Any necessary organisation of the industry. 
(d) the desirability, practicability and economic 
consequences of the operation of the said air services under 
state ownership and management; either direct or through a 
body corporate, and the cost of acquisition of such 
ownership. 
Having discussed the evolution of the Indian air 
transport system from 1932 to 1950 in part I of its report, 
the committee devotes part II to describing the position of 
air transport industry as obtaining in 1950 during which 
year it is called upon to inquire into and submit its 
recommendations. The committee put strong argument by 
furnishing the extracts from the report of president Truma's 
Air policy Commission 1948, entitled "Survival in the Air 
Age", for the payment of subsidy in the form of postal mail 
compensation to Indian air aviation. The Committee further 
examines the method of subsidy in Australia, Canada, 
Newzealand, South Africa, Ceylon, Ireland, and in England. 
In advocating the grant of public assistance to the Indian 
air transport in the form of postal mail compensation the 
Committee opines that in India, we strongly feel the 
necessity of subsidising air transport companies too. To 
boost passenger air traffic one of the recommendations of 
the committee is the travel of government officers by air. 
Another recommendation of the committee is the assignment of 
greater responsibilities to the Air Transport Licensing 
Board Like examining the needs of the air industry in the 
future; reconstitution of the Board and strengthening of 
its secretariat. The Committee further observes that grant 
of subsidy would help stimulate natural growth of India's 
air Commerce and would lay the foundation of a permanent, 
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self-supporting and dynamic air industry.-^ ' 
Yet another Committee by the name of the Select 
Committee on the Air Corporations Act, was appointed by the 
government under the chairmanship of Pandit Thakur Das 
Bhargava on 3 0th April 1953, the Committee presented the 
report on the bill to provide for the establishment of Air 
Corporations to facilitate the acquisition by the 
17. Report of the Air Transport Enquiry Committee 1950, 
Government of India. 
Corporations of undertakings belonging to Certain existing 
air companies and generally to make further and better 
provisions for the operation of air transport services. The 
committee after examining all the facts and facets of the 
Bill, submitted the Bill with their report. There were hot 
discussion and arguments among the members of the committee 
on the subject but in the last the majority of the members 
of the committee arrived at the conclusion that in view of 
the practical problems involved, there should be two 
corporations for the first few years at least.-^ ^ 
Another Committee was appointed on the "Cost structure 
of the Indian Airlines Corporation", by the Ministry of 
Transport and Communication, Government of India, in the 
year 1959, under the chairmanship of Wheatcraft. The main 
aim of the committee was to make detailed examination of the 
corporation's cost structure and then to develop a formula 
for determining the standard costs of I.A.C. operations so 
that the difference between the cost of operation and 
accruing revenue may be made good by means of grant of 
subsidy or subvention. The committee was asked to make 
investigation as to whether or not the present system being 
followed by the corporation in regards to planing operation 
and cost control is efficient. While under-taking the 
investigation the committee has touched upon all the 
questions which fall within the scope of the terms of 
reference. The committee recommended that though the 
18. Report of the Select Committee on the Air Corporations 
Act, 1953, Government of India. 
general standards of I.A.C. operations are very good but 
there are specific area such as the booting system and the 
timing of some services, which certainly require 
improvement. The further study of the Committee reveals 
that though the operations of I.A.C. is good but its 
planning and control of expenditure requires immediate 
improvement. There are four aspects of deficiency in this 
area, that is a general lack of cost consciousness 
throughout the organisation, inadeguate budgetary planning, 
in efficient control of budgets and cost accounting not 
properly used. These discrepancies of I.A.C. cost control 
have undoubtedly given rise to a higher level of costs than 
necessary in certain functions, particularly, maintenance 
and overhaul. The other serious problem which the committee 
has found is the level of I.A.C. operating costs in the 
field of labour relations. Another finding of the 
committee is that the general moral of I.A.C. staff of a 
junior management level is rather low. And this inevitably 
connected with the feeling of helplessness in the field of 
labour management, which is because of the lack of driving 
sense of purpose throughout the Corporation. Therefore, the 
committee strongly opines that there must be feeling at the 
I.A.C. management level that its purpose is not only to 
provide good and efficient air services but also to operate 
these services at a profit, and this demands the adaption of 
improved techniques of communications within the corporation 
but there is no reason why such a new cost awareness and 
resultant higher morale should not be introduced quite 
rapidly.^ 
No history of Indian commercial air transport will be 
conclusive until it contains a special mention of the 
investigation undertaken by the management group of 
committee on plan projects of the planning commission. In 
the year 1965, the management group of committee on the plan 
projects undertook to study the working of the Indian 
Airlines Corporation. 
Stressing the aim of their study, the Committee states: 
"The primary object of these studies is to evolve system, 
suitable for conditions in India, for programming and for 
reporting on performance in projects undertaken in the 
public sector. In these studies, attempts are being made to 
utilize and adopt management planning and control techniques 
which have been developed during the past few years in 
advanced countries. These techniques will be of help, 
above all, to project management and boards". 
Recommendations of the Committ^ ee: The first recommendation 
of the committee is to undertake a detailed traffic survey 
on both trunk and regional routes, to establish how many 
passenger seats should be offered now, and what the market 
is for freight and mail. If this is done the extent of 
present shortages, and the likely growth of each route can 
be determined with fair accuracy. Another recommendation of 
19. The report of the cost structure of the Indian Airlines 
Corporation, the Ministry of Transport and Communications, 
Government of India, 1959. 
the committee is that if Indian Airlines Corporation is to 
be a profitable company, it should have to fly routes that 
are simply uneconomic, without reimbursement by the 
government. The committee has strongly urged that a joint 
study be carried out of this matter both by the Ministry of 
Civil Aviation and Indian Airlines Corporation, once the 
definition of losing routes has been completed. From this a 
clear implementing procedure can be evolved. The Committee 
further noted that an airline is a mirror industry 
especially in the case of a national airline, it reflects 
the image of the country and it is also an aspect of the 
country which foreign nationals see and are influenced by. 
As a consequence, Indian Airlines Corporation is at least as 
important to India as its international airline. If this 
view is adopted, then the government, as well as the company 
should strive to achieve the required results.'^ 
Kothari's Industrial Directory of India conducted a 
brief but comprehensive study on transport including the 
civil air transport in India in the year 1992. Starting 
with the importance of civil aviation, the study goes on to 
describe in briefs and precise manner the history of air 
transport in India. The study also laboured to examine the 
financial result of both Air India and Indian Airlines 
Corporation. The study noted that the financial year 1989-
90 has been a boom year for Air India Corporation in which 
the operating profit and net profit are the highest ever 
20. Report of the Committee on plan Project, Planning 
Commission, 1965. 
achieved in the 37 years history of the Corporation. On the 
Indian airlines front, the study says that on the basis of 
scheduled revenue passenger Kilometers flown, Indian 
airlines has emerged as the fifth largest domestic carrier 
in the world. The study noted that Indian airlines enjoys a 
virtual monopoly of domestic routes. It also has the 
benefit of low wage costs by international standards. The 
study further presented the financial analysis of the 
working of the Corporation. 
A survey published in Annual plan, 1989-90 has reviewed 
the performance of civil air transportation in the year 
1989-90. The survey reveals that while the financial 
performance of Air India had shown improvement, profits of 
Indian Airlines showed a decline. The survey further 
mentioned that the seventh plan envisaged an integrated and 
coordinated development of the civil aviation sector. The 
constituent units of the Civil aviation sector are expected 
to finance their own expansion and this challenge can only 
be accomplished by improved productivity, rationalisation of 
rate structure, restructuring of route network on more 
rational lines, manpower development, upgradation of 
training facilities etc; the study says.^ 
Conclusion 
In conclusion it may be stated that the chapter has 
21. Kothari's Industrial Directory of India, Kothari 
Enterprises Madras, 1992. 
22. Report of Annual plan, 1989-90, Government of India, 
Planning Commission. 
discussed the framework of the whole study. The chapter 
focuses on the main thrust and objectives of the study. We 
have also discussed in brief the hypothesis to be adopted to 
carry out this study. We have also devoted our attention 
towards the different sources and methods of data collection 
for carrying out this study, i.e. research methodology 
adopted for the study has been discussed. It may also be 
observed that our discussion in this chapter has highlighted 
the limitations of the study. And finally the chapter 
reviews critically the existing literature on Civil aviation 
in India. During the course of surveying the literature we 
have found some very important and interesting studies which 
have become the base of our discussion and analysis in this 
project. 
In the next chapter our effort will be to examine 
critically the growth of civil aviation during plan periods. 
The chapter will also try to come out with solid suggestions 
spelling out the ways and means to overcome the pitfalls and 
difficulties in the way of its structural growth. 
CHAPTER 
Growth of Civil 
Aviation During 
Plan Periods 
CHAPTER - 3 
GROWTH OF CIVIL AVIATION DURING 
PLAN PERIODS 
The preceding chapter has focussed on the conceptual 
framework of the present study. The chapter has discussed 
the objectives, hypothesis, research methodology and 
limitations of the study. The chapter has also reviewed the 
existing literature on the civil aviation in India and has 
critically analysed and noted some very important and 
interesting studies and their findings. In this chapter an 
attempt will be made to critically examine the growth of 
civil aviation during the plan periods. 
It is a fact that an efficient and well organised 
system of transport and 
Communications is vital to the success of a plan of economic 
development which lays stress on rapid industrialisation. 
Air transport sector bears a close and significant 
relationship with all other segments of the economy. It 
plays a crucial role in ensuring sustained economic growth 
and the need for giving high priority to the transport 
sector flows virtually from the size of this country as well 
as from the geographical dispersal of its natural 
resources. Aviation is t he fastest means of transport and 
offers substantial saving in transit time on long hauls. 
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Because of the paramount importance of civil air 
transport in every sphere of national life, there is 
separate Ministry of Civil Aviation in India which is 
responsible for the formulation of national policies and 
programmes pertaining to development, expansion and 
regulation of civil aviation, including the provision of 
airports, regulation of air traffic and carriage of 
passengers and cargo by air. The main motto of the Ministry 
is to devise and implement programmes for the orderly growth 
and expansion of civil air transport in India. 
It was in 19 20 that the government of India first 
decided to prepare air routes between Bombay and Calcutta 
and Calcutta and Rangoon, and to undertake the 
responsibility of constructing the necessary aerodromes and 
providing them with equipments and other facilities. The 
civil aviation works were actually started by government in 
1924-25, but progress was slow till the second world war. 
Since partition, there has been gradual increase in the 
expenditure on Civil air transport works.'' 
1. Negi M.J: "Tourism and Travel, concepts and Principles", 
1990, op. cit., P. 202. 
2. Second Five Year Plan, Government of India, Planning 
Commission, New^ Delhi, P. 487. 
TABLE - 1 
PLAN OUTLAY ON CIVIL AVIATION 
Plan outlay (Rs. Crores) 
First 7 
Second 16 
Third 2 6 
Fourth 200 
Fifth 295 
Sixth 700 
Seventh 7 60 
Eighth (Proposed) 3998 
Source: Kothari's Industrial Directory of India^ 1992, p. 
17-14 and Eighth Five Year Plan, 1992-97, Volume II, 
Government of India, Planning Commission, New Delhi, 
p. 248. 
The above table presents a broad spectrum of the plan 
outlay on Civil Aviation in different plans. The figures 
from First to Eighth Five Year Plans as shown in the above 
table indicate that the plan outlay position of the airlines 
has been improving quite steadily and that too in every 
plan. The outlay has almost more than doubled in Second 
Plan. Similarly the outlay figure rose to Rs. 26 crore in 
the Third Plan. The Fourth Plan recorded an outlay of Rs. 
200 crore in comparison to Rs. 26 crore in the Third Plan. 
The rise in the plan outlay in the Fifth Plan over the 
previous figure of the Fourth Plan is Rs. 95 crore. In the 
Sixth Plan, the plan outlay has increased to Rs. 700 crore, 
which again went up to Rs. 760 crore in the Seventh Plan. 
The proposed plan outlay of Rs. 3 998 crore in the Eighth 
Plan marks a very serious departure and even an 
unprecedented rise over the previous figure of the Seventh 
Plan. 
With the adoption of the five year plan the pattern of 
transport system in the country has undergone substantial 
changes as the various agricultural and industrial 
programmes included in the Five Year Plan are progressively 
implemented. The location of India is ideally suited for 
the development of air transport. As India posses vast 
distances and good flying conditions during the greater part 
of the year, there is considerable scope for this mode of 
transport. The role of civil-aviation can not be undermined 
especially in emergencies as was evidenced in the evacuation 
after partition, during Gulf war, and in west Bengal and 
Assam in 1949-50, as well as in relief and other operations 
in Assam and recently in Maharashtra after the earthguake 
and floods. The defence aspect of air transport should also 
taken into account. 
FIRST FIVE YEAR PLAN: 
During the First plan air transport was given a pride of 
place in the development process. The plan gave more and 
more emphasis on modernisation and replacement of old 
aircrafts to enable the air transport industry to compete on 
3. First Five Year Plan, Government of India, Planning 
Commission, New Delhi, p. 461. 
equal terms with foreign airlines-operating in these routes 
on the one hand and on the other it will provide an 
opportunity to the technicians who will be in touch with the 
latest development in aircraft design in other parts of the 
world. 
The requirement of new aircraft before the close of the 
period of plan was estimated at 20, valued at Rs. 10 crores. 
To acquire these modern aircraft the airline operator 
represented that they required assistance by way of loan 
from the government equivalent to two-thirds of the total 
amount, viz, Rs. 7 crores at a concessional rate of interest 
for acquiring such aircraft. 
However, the representation was rejected by the 
government on the ground that the present conditions of 
traffic load and intensity of operations, the existing air 
transport companies cannot work on an economic basis. With 
the introduction of the more modern aircrafts mentioned 
above which will be larger and faster and also more costly, 
economic operations will be possible only if the existing 
companies merge into a single unit. The agency for 
operating the services should be a statutory corporation in 
which the shareholders of the existing companies may be 
allowed to participate pro rata, if they wish to do so in 
exchange for their present holdings. The Central 
Government's share in the Corporation should be large enough 
to ensure control over the industry. In this way, ground 
was set for the nationalisation of air transport in India. 
The requirement of new aircraft before the close of the 
period of plan was 20, valued a t Rs. 10 Crores, as under: 
(Rs. Crores) 
Two aircrafts for the Air India International's Western 
Services and three aircrafts for the Bharat Airways Eastern 
Services 4.5 
Fifteen aircrafts for shorter services and major 
trunk routed in India 6.0 
10.5 
Source: First Five Year Plan, Government of India, Planning 
Commission, New Delhi, P. 477. 
There was provision of a sum of Rs. 10.5 crores in the 
First Plan. 
(a) For the purchase of 13 aircrafts, three of which would 
be of the type required for long-distance international air 
services and 
(b) For the Payment of such compensation as may be found 
necessary for acquiring the assets of the existing 
4 companies. 
The first plan was entrusted among other things with 
the responsibility of the construction of new airports, 
improvement in the existing one and completing works which 
were in hand. 
Almost all the works in hand at the outset of the plan 
were completed during the period of first two years. These 
4. First Five Year Plan, Government of India, Planning 
Commission, New Delhi, P. 478. 
included a number of landing strips and new airports. The 
new works begun during the plan included the construction of 
administrative and technical buildings at a number of 
airports, the improvement of runways and taxi tracks and the 
construction of a new runway at Dum Dum. The financial 
provision for works at airports for the five year period was 
about Rs. 10 crores. The actual expenditure for 1951-52 and 
1952-53 was Rs. 1.41 crores and Rs. 92 lakhs respectively. 
The estimated expenditure for 1953-54 was Rs. 1.68 crores. 
Progress was well upto schedule except for delay in the 
acquisition of land and in the purchase of technical 
instrument.^ The most important happenings during the first 
plan was the setting up two Corporations under the Airways 
Corporation Act, one for running internal services and the 
other for external services. 
SECOND FIVE YEAR PLAN: 
The total amount allotted for transport and communications 
in the second plan was Rs. 1385 crores which was 29 percent 
of the total outlay in the public sector. The heavy demands 
on the country's means of transport and communications, 
forced the realisation that if the need be then larger 
resources than those allocated could be utilized for this 
sector with profit to the national economy.^ 
5. Progress of the plan: A short survey of the working of 
the Five Year Plan from April 1951 to September 1953, Govt, 
of India Planning Commission N. Delhi, January 1954, p.81 
6. Second Five Year Plan, Govt. of India, Planning 
Commission, New Delhi, P.459. 
The allotment was, however, limited in view of other 
pressing claims on the available resources. Out of the 
total amount of Rs. 1385 crores set aside for transport and 
communications, civil air transport had the small share of 
Rs, 4 3 crores only. 
A provision of Rs. 30.5 crores was made in the Second 
Plan — Rs. 16 crores for the Indian Airlines Corporation 
and Rs. 14.5 crores for Air India International. 
The main head of expenditure were: 
(Rs. Crores) 
Payment of Compensation 5.14 
Purchase of aircraft 15.34 
Working losses on the Indian Airlines 7.00 
Office and residential accommodation (lA) 0.50 
Expansion of workshops of Air India Limited 1.95 
Equipment etc. for the India Airlines 0.51 
Replacement of debentures of Air. India 
International 0.09 
30.53 
One of the objectives of Civil aviation during second 
plan was the modernisation of its fleet. The Corporation 
had placed orders for 5 viscounts during the First Plan, and 
these were expected to be delivered by the middle of 1957. 
Details of other aircraft to be ordered during the second 
plan was under examination. To enhance the strength of Air 
India, the programme provided for the purchase of a few 
turbo-prop or jet aircraft, both for meeting the uprising 
demands on the existing services and for providing 
additional services. In determining the expansion programme 
of air services, a number of factors had to be considered 
such as the types of aircrafts to be purchased, operating 
costs, fare and freight structure, efficiency of 
organisation, elimination of losses, safety of services and 
the need to link up all parts of the country through 
excellent air services. To match the international standard 
the Second Plan provided for the development of facilities 
to meet the needs of domestic and international traffic and 
also to maintain an equilibrium with the new demands. 
THIRD FIVE YEAR PLAN: 
There has been tremendous progress in the civil 
aviation sector during the third plan period. Between the 
period 1947 and the commencement of the First Plan, about 
Rs. 6.6 Crores were spent on works relating to civil air 
transport. The total expenditure during the first two plans 
amounted to about Rs. 24 Crores. The main thrust of the 
First Plan was to overcome the deficiencies and to bring in 
modernisation in airports, communication facilities and in 
equipment etc. In the second plan efforts were made for the 
development of facilities to meet the growing needs of 
domestic and international traffic and in particular the new 
demands which had arisen from technological advancement in 
the field of civil aviation and from India's obligations 
under the convention on International Civil Aviation to 
provide facilities at airports in conformity with the 
standards laid down by the convention. 
In the Third Plan, it was proposed to spend about Rs. 
25.8 crores on civil aviation which was distributed among 
different categories of schemes as under: 
TABLE - 2 
Expenditure in the First Two Plans and provision in the 
Third Flan for Civil Aviation: 
(Rs. Lakhs) 
Schemes First Plan Second Plan Third Plan 
Actual Estimated Provision 
Works at aerodromes 612 
aeronautical telecommu-
nication equipment 68 
air routes and aerodromes 29 
training and education 
equipment 10 
research and development 
equipment S 
1290 
229 
43 
23 
50 
500 
100 
84 
16 
724 1591 2550 
Source: Third Five Year Plan, Government, of India, Planning 
commission. New Delhi, P. 563. 
In the Third Plan priority was accorded to the 
programmes for extension of the existing runways, wherever 
necessary, including the development of an airfield at 
Madras for jet operations. The Third Plan allocated a sum 
of Rs. 65 lakhs, out of the total provision for works at 
airports for the construction of new airports, new 
airstrips for Flying and Gliding clubs and for air-strips at 
places of tourist importance. Attention had been paid 
towards the development 
of tourist traffic in the plan. A sum of Rs. 20 lakhs had 
been provided in the programme for the development of 
tourism, for construction of aerodromes and airstrips to 
develop tourist traffic during the plan. 
There had been rapid expansion of the activities of the 
Air Corporations since they were constituted in 1953. 
TABLE - 3 
Traffic carried by Air Corporations during 1953-54 and 
1959-60 
(Millions) 
Item 
Indian Airlines Corporation : 
Available Capacity in ton miles 
Revenue tax miles performed 
Passengers Carried 
Air India International: 
Available ton miles 
Revenue ton miles performed 
Passenger Carried 
1953-54, 1959-60 
4 5 . 8 4 
3 1 . 2 2 
0 . 4 3 
6 7 . 8 7 
4 7 . 9 9 
0 . 7 0 
16.91 59.52 
10.47 34.62 
0.03 0.09 
Source: Third Five Year Plan, Government of India, Planning 
Commission, New Delhi, P. 564. 
The capacity offered by the Air India International was 
estimated to be about 103.2 million ton miles in 1960-61. 
The total provision made for the Air India Corporation in 
the Third Plan was Rs. 14.5 Crores, out of which Rs. 13.5 
Crores was required for the purchase of aircraft, the 
remaining amount of Rs. 1 crore was intended to put in the 
direction of the expansion of workshops and hangars, 
purchase of equipment etc. Replacement of Indian Airlines 
old fleet was on the card in the Third Plan. The Plan 
provided for the purchase of four viscount and of 25 modern 
aircraft to replace Dakotas. A sum of Rs. 15 crores was 
provided in the Third Plan for the Corporation, of which 
Rs. 10 crores was estimated to be required for the purchase 
of medium sized aircraft for replacement of Dakotas and Rs. 
1 crore for 4 additional second hand viscounts. In addition 
to that Rs. 2.8 crores was set apart to be spent on 
construction of staff quarters at the headquarters office 
and other buildings required by the Corporation. The 
remaining amount of Rs. 1.5 crores was required for purchase 
of workshop equipment, vehicles and for training facilities 
for the crew for new types of air craft. 
FOURTH FIVE YEAR PLAN: 
The 60s and 70s were very important decades for civil 
aviation sector from the point view of technological 
advancement, which brought in the expectation of the use of 
the aircraft of much bigger size and with greater speed 
during the Fourth Plan period in India than were used 
earlier. The aircraft were expected to be operated 
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throughout the country by Air India by about 1971 and by 
foreign airlines even earlier.^ 
A provision of Rs. 20 crores was provided in the Fourth 
Plan for development of Civil Air Transport in the central 
sector. 
TABLE - 4 
Out lay for civil Air Transport 
S.No. Item Out lay 
(Rs. crores) 
1. Civil Aviation Department 72 
2. Indian Airlines 55 
3. Air India 60 
4. Indian Meteorological Department 15 
5. Total 202 
Source: Fourth Five Year Plan, Government of India, Planning 
Commission, New Delhi, P. 348 
One of the main emphasis of the Fourth Plan was the 
improvement of runway, terminal and communication facilities 
at the four international airports at Bombay, Calcutta, 
Delhi and Madras to make them suitable for the operation of 
heavier and larger capacity aircraft. The plan also 
recommended the improvement in domestic air services. The 
capacity of Indian airlines was expected to increase form 
7. Fourth Five Year Plan, Government of India, Planning 
Commission, New Delhi, P. 348. 
60 
208 million tonne Kilometres in 1968-69 to 392 million tonne 
Kilometres in 1973-74 and that of Air India from 462 million 
tonne-kilometres in 1968-69 to 990 million tonne, kilometres 
by 1973-74. The Plan provided for the enhancement of the 
fleet strength of both the Corporations. In the case of 
Indian airlines corporation the proposed outlay of Rs. 55 
crores was expected to be financed to the extent of about 
RS. 50 crores from the internal resources of the 
corporation while the programme of Air India Corporation was 
expected to be financed entirely from its internal 
resources, except the requirement of Rs. 15 crores from 
government to enable it to maintains a proper debt equity 
ratio. 
Moreover, in the Fourth Plan period a provision of Rs. 
15 crores had been made for the programme of the Indian 
Meteorological Department which included establishment of 
Regional Meteorological Centre and Regional 
Telecommunication Hub under the world weather watch scheme.° 
FIFTH FIVE YEAR PLAN: 
One of the most important objectives of the Fifth plan 
was rural development and the provision of minimum needs to 
the poor in the villages and towns, in which the role of 
transport plan is pivotal. 
8. Fourth Five Year Plan, Government of India, Planning 
Commission, New Delhi, P, 348. 
civil aviation in India has experienced a very high 
rate of growth during last 20 years. The traffic of Indian 
airlines which was 434 million revenue passenger kms. (RPKs) 
in 1957-58 was likely to go up by 3395 million RPKs 
(excluding the Gulf traffic and the capacities generated on 
behalf of Maldive International) in 1977-78 and that of Air 
India from 47 million revenue tonne kms. (RTKms) 750 million 
RTKms during the same period. The objective of the civil 
aviation during the plan was to enhance its carrying 
capacity to match the influx of passenger and cargo traffic. 
Other emphasis of the plan was the standardisation and 
modernisation of the fleet of Indian airlines with a view to 
introducing more services and ensuring greater comfort and 
q 
speed. 
There was provision of RS. 276 crores for Air India 
under the Fifth Plan for the acquisition of new aircraft and 
for providing support facilities. There was the proposal of 
adding more fleet by 10 wide bodied aircraft which included 
one for replacement of the Boeing-747 aircraft lost in 
crash. The entire programme of air India was proposed to be 
financed out of its own internal resources. 
Indian airlines, in the Fifth Plan was looking forward 
in a big way to add more aircraft with a provision of Rs. 
190 crores, by metalising the proposal, Indian airlines was 
enhancing its carrying capacity in terms of available seat 
Kms. from 4846 million ASKMs in 1977-78 to 8245 million 
9. Fifth Five Year Plan, Government of India, Planning 
Commission, New Delhi, p. 214. 
ASKMs by 1982-83. Similar to air India, the entire 
programme of Indian airlines was proposed to be financed 
from the internal resources. 
The table gives the broad break up of outlay for the 
plan 1978-83 for civil aviation. 
TABLE - 5 
Outlay in Fifth Plan 1974-79 and the Plan 1978-83 
(Rs. Crores) 
Sub-Sector Fifth Plan Outlay Plan Outlay 
(1974-79) (1978-83) 
Air India 
Indian airlines 
International Airports 
Authority of India 
Civil Aviation Department 
Total 
103.00 
99.46 
27.67 
65.14 
276.00 
190.00 
84.00 
150.00 
295.27 700.00 
Source; Draft Five Year Plan, 1978-83, Government of India, 
Planning Commission, New Delhi, 1978, p. 215. 
Since air India was possesing the fleet of various 
kinds, the emphasis in the Fifth Plan was on modernization 
and standardisation of fleet mix. There was proposal in the 
Fifth Plan to replace low capacity aircrafts with more 
productive and economic jet air craft. All these efforts 
during the Plan has resulted in considerable savings in 
consumption of fuel and has also significantly reduced the 
maintenance cost burden. But the infrastructure facilities 
had not kept pace with enhanced operations. Emphasis was 
also on the provision of safety oriented and reliable 
communication, navigation and landing aid equipment in the 
Fifth Plan. Efforts were put to reduce the congestion at 
the international airports. The construction of new 
international terminal complex (Phase 1) at Bombay was a 
major step in this direction. 
SIXTH FIVE YEAR PLAN: 
Civil aviation in India has experienced very rapid rate 
of growth during 60s and 70s. The traffic of Indian airlines 
which was 614 million Revenue passenger Kms. in 1960-61, 
went up to 4,229 million RPKms. in 1979-80. Similarly there 
was a big jump in the passenger and freight traffic of Air 
India which shoot up to 816 million Revenue tonne Kilometres 
in 1979-80 from a small figure of 76 million RTKms. in 
1960-61. To coincide with the uprising traffic in passenger 
and cargo the capacity of both Indian airlines and air India 
was increased to 5,771 million ASKms. and 1372 million ATKms 
in 1979-80 from 864 million ASKms and 161 million Available 
TonneKms.(ATKms.) in 1960-61 respectively. In the Sixth 
Plan Rs. 277 crores was set aside for Air India. The outlay 
included the loan repayment of aircraft already acquired by 
air India. As on 31-3-1980, the fleet of air India 
10. Sixth Five Year Plan, Government of India, Planning 
Commission, New Delhi, P. 307. 
P.A 
consisted of 9 Boeing 707 and 9 Boeing 747 aircraft 
including 2 B-747 acquired in 1979-80. In April 1980 air 
India acquired another B-747 air craft. The capacity of air 
India at the end of the plan was expected of to go up to 
about 1900 million ATKms as compared to 1372 million ATKms 
at the end of 1979-80. 
The share of Indian airlines in the Sixth Plan was Rs. 
272 Crores. As on 31-3-1980, Indian airlines had a fleet of 
6 Air Bus, 13 Boeing 737 and 23 Turbo Prop. In 1980-85 plan 
period Indian airlines expected to acquire capacity 
equivalent of 9 Boeing 737 aircraft and 3 Air Bus aircraft 
including 8 B-737 and 2 Air Bus. With this addition the 
carrying capacity in terms of Available seat Kilometres was 
expected to increase from 5771 million A S Kms at the end 
of 1979-80 to about 8750 million A S Kms. at the end of 
1984-85.^^ 
Outlays for civil Aviation sector: 
The table gives the broad break up of outlay for the 1980-85 
plan for the civil aviation sector. 
11. Sixth Five Year Plan, Government of India, Planning 
Commission, New Delhi, P.P. 307, 308. 
TABLE - 6 
Plan Outlay in civil Aviation 
Sub. Sector Outlay 
(Rs. Crores) 
Air India 277 
Indian airlines 272 
Civil aviation Department 143 
International Airports Authority of India 141 
Third level Air services 17 
Total 850 
Note: This provision is in the central sector and is 
exclusive of Rs. 9.10 crores provided in the state 
sector mainly for improvement of air strips and 
helipads and for flying clubs, training facilities 
etc. 
Source: Sixth Five Year Plan, Government of India, Planning 
Commission, New Delhi, P.308. 
The performance of civil aviation during the sixth 
plan period was good in terms of increase in traffic and 
acquisition of aircrafts. The traffic on both routes of Air 
India and Indian airlines has increased considerably. 
Similarly the acquisition of aircraft proceeded as the 
programme i.e. Revenue Tonne Kilometres (RTKM's) on air 
India increased from 816 million in 1979-80 to 1114 million 
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in 1982-83. There has been a target of capacity at about 
1900 million available Tonne KM's for air India in the Sixth 
Plan which was likely to be accomplished in 1983-84 itself. 
Likewise, traffic on the Indian airlines which was about 399 
million RTKM's in 1979-80 increased to around 520 million 
RTKM's in 1982-83 and the Sixth Plan target of capacity 
acquisition at 8750 million Available seat KM's (ASKM's) was 
hoped to be achieved in 1983-84 itself. A close look on the 
financial health of the two air Corporations revealed that 
both Air India and India Airlines were able to improve their 
financial position and have generated net surpluses despite 
the difficult global position in this sector. Another fact 
which come in the light by studying the financial reports of 
Corporations in the Sixth Plan was that new aircrafts were 
required for the replacement of the fleet — inefficient 
older air craft of both Indian airlines and Air India during 
the plan. Hence there was a need of upgradation of 
aerodromes to higher standards (on the internal air work). 
Keeping in view all these developments in the end of Sixth 
Plan there was need and thus proposal to increase total 
outlay of Rs. 855 crores for the civil aviation sector by 
about Rs. 72 crores during the Plan.-^ ^ 
SEVENTH FIVE YEAR PLAN: 
There has been a remarkable increase in. the volume 
of air traffic in the last three decades. In comparison to 
12. Sixth Five Year Plan 1980-85, Mid Term Approwsal, 
Government of India, Planning Commission, New Delhi, August, 
1983, pp. 86, 87. 
0.79 million passengers in 1960-61 about 8.51 million 
passengers traveled by air in 1984-85, but the share of 
domestic air traffic in the total passenger traffic by all 
transport remains as low as 1.0 percent.-^ -^  
TABLE - 7 
Capacity and Traffic — Indian airlines 
Year Capacity available Traffic revenue Load Factor 
tonne Kms. tonne Kms. (%) 
(Millions) (Millions) 
1960-61 
1970-71 
1979-80 
1984-85 
113.1 
208.2 
586.0 
960.0 
83-2 
101.5 
398.0 
664.0 
73.6 
77.6 
68.0 
69.2 
Source: Seventh Five Year Plan, Government of India, 
Planning Commission, New Delhi, p. 231. 
The study of the last 25 years of Indian airlines shows 
that domestic air traffic has registered an average annual 
growth of 10 percent. And the capacity generated is lower 
than the rated capacity, and has carried between 88 and 94 
percent of it. 
13. Seventh Five Year Plan, Government of India, Planning 
Commission, New Delhi, P. 230. 
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TABLE - 8 
Capacity and Traffic — Air India 
1960-61 
1970-71 
1979-80 
1984-85 
101 
516 
1388 
2007 
Year Capacity available Traffic revenue Load Factor 
tonne Kms. tonne Kms, (%) 
70 47 
275 53 
819 59 
257 63 
Source: Seventh Five Year Plan, Government of India, 
Planning Commission, New Delhi, p. 231. 
In the year 1983-84, airlines carried 1.84 million 
passengers, in which share of passenger traffic is two-third 
and remaining one-third goes to freight traffic. Air 
India's traffic recorded an average annual growth of 12.4 
percent during the period 1960-85. In the Sixth Plan the 
rate of growth was 8.9 percent although in 1984-85 it 
remained as low as 1.1 percent only. The reason behind the 
low growth rate was the prevailing the unfavourable trends. 
The high growth rate in 1970s was due to boom in India-Gulf 
operations, but the traffic had since leveled off. However, 
the Cargo traffic had been increasing at a rapid rate. The 
was a need to augment cargo carrying capacity of air India 
to meet the growing demand for air cargo space for country's 
export and import shipment.-^  
14. Seventh Five Year Plan, OP. Cit, P. 230. 
One more significant development took place during the 
seventh plan period in the area of civil air transport which 
was the setting up of NAA and Pawan Hans Ltd. The NAA 
started functioning with effect from 1st June, 1986. 
In the last two years of the Seventh Plan we saw far 
reaching structural changes and a gigantic acquisition 
programme, both for replacement of aircraft and for 
capacity build up. A central Academy for training the 
Pilots was set up and has become operational. With the 
increase in the nxmber of passengers and consequently the 
demand for more reservation, computer and communication 
facilities were strengthened to meet the real time 
reservation capabilities of the two airlines. The fleet 
induction during the Seventh Plan would include 28 wide 
bodied aircraft, 48 Helicopters, 7 Dormiers, and 12 
single/twin engine Turbo-Prop trainer aircraft with total 
cost of Rs. 2520 Crores. 6 wide bodied aircraft included in 
it the order of which had placed in the Sixth Plan. Indian 
airlines achieved a growth rate of 10 percent in traffic as 
against the moderated growth of 8 percent suggested in the 
plan. But Air India failed to achieve the projected growth 
of 4 percent mainly because of the decline in traffic on 
India-Gulf route compounded by loss of an aircraft. 
Moreover, the share of Air India's international traffic had 
gradually declined from 48 percent in 1981 to 35 percent at 
the end of the Sixth Plan, continues to hover around this 
level. With regards to Indian airlines, out of the 145, 
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only 53 routes were profitable. The long haul services 
between the metropolitan cities generated 80 percent of the 
total surplus of the airline. ^  Heavy fuel consumption and 
dependency of civil aviation on the import of air craft and 
equipment from abroad puts a heavy burden on country's 
foreign exchange resources. So, there is urgent need that 
the rate of growth of domestic air services be moderated by 
appropriate pricing policy as stipulated in the seventh 
plan. 
EIGHTH FIVE YEAR PLAN (1992-97) 
An outlay of Rs. 3998 crores has been approved for 
civil aviation in the Eighth Plan (1992-97) of which about 
97 percent would be met from internal and external resources 
and the balance will be covered from budgetary support. 
Indian airlines, air India, International airports authority 
of India, Pawan Hans and National Air Ports Authority to 
some extent will meet their outlays from their own internal 
resources. The fleet strength of air India at the end of 
the Seventh Plan (1989-90) was 21 aircrafts. These got 
enhanced by adding one B 747 F on wet lease for freighter 
operation and one IL-2 6 M for passenger operations on 
India-USSR route. One IL-76 was also added to strengthen 
freight capacity. Air India carved over 2.15 million 
passengers during 1990-91. •'•^. 
15. Seventh Five Year Plan, Mid Term Appraisal, Government 
of India, Planning Commission, New Delhi, P. 168. 
16. Eight Five Year Plan (1992-97), volume i i . Government of 
India, Planning Commission, New Delhi, P. 248. 
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TABLE - 9 
Capacity and Traffic — Air India 
Year Capacity available Capacity Utilised Load Factor 
tonne Kms, tonne Kms. (%) 
1984-85 
1989-90 
1190-91 
1991-92 * 
1964 
2292 
2260 
2249 
*(Ant. Achvt.) 
1996-97 3061.60 
(Target) 
1241 
1441 
1381 
1493 
63.4 
63.1 
61.1 
66.4 
1980.3 64.8 
Source: Eighth Five Year Plan (1992-97), volume ii. 
Government of India, Planning Commission, New 
Delhi, P. 248. 
In the Eighth Plan air India is expected to have a 
traffic growth at a rate of 14.4% with regards to targets, 
the capacity available at the end of the Eight Plan would be 
3061.6 million tonne Kms. and anticipated capacity 
utilisation would be 1983.3 million revenue tonne Kms. 
There is a plan to enhance the airlines's air-craft capacity 
in the Eight Plan with the acquisition of four Boeing 747 
aircraft. In this plan attention would be paid to formulate 
a fleet renewal plan to have a fuel efficient and young 
fleet. By adopting aggressive and appropriate measures 
efforts would be made to improve air India's load factor and 
market share in the carriage of international cargo. Air 
India can gain appreciably by improving its cargo handling 
capability. There is need of improvement in cargo handling 
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through better consignment tracking and retrieval systems. 
This will surely help in reducing the total transportation 
time. 
Moreover the study of Air India during the Eighth Plan 
indicates that Air India has embarked upon a major fleet 
renewal and modernisation plan to prepare itself for an 
intensely competitive aviation market of the 21st century. 
Air India has already gone one step further by acquiring the 
much talked "Queen of the skies" jet liner Boeing 747-400 
aircraft christened "Konark", with this acquisition and the 
induction of the entire batch of four aircraft by June 1994, 
the national carrier will provide its passengers with a 
service of excellence and will reduce operating costs. 
Indian Airlines Corporation (lAC) came into being in 
June, 1953. It provides air services on the domestic routes 
and operates 57 stations in the country and ten stations in 
the neighbouring countries. The projection of growth rate 
of Indian Airlines in the Seventh Plan was 8 percent per 
annum in traffic but the actual growth rate has been around 
5 percent per annua. The study of the Corporation during 
Seventh Plan indicated that the overall performance of the 
corporation was below expectations.-^ 
17. Eighth Five Year Plan (1992-97), volume ii. Government 
of India, planning Commission, New Delhi, P. 250. 
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TABLE - 10 
Capacity and Traffic — Indian airlines 
Year Capacity available Capacity Utilised Load Factor 
tonne Kms. tonne Kms. (%) 
1984-85 
1989-90 
1 1 9 0 - 9 1 
1991-92 * 
960 .0 
1134.0 
926.7 
1134.0 
*(Ant. Achvt.) 
1996-97 1916.0 
(Target) 
6 6 4 . 0 
8 2 6 . 0 
6 9 9 . 2 
7 9 4 . 0 
6 9 . 2 
7 2 . 8 
7 5 . 5 
7 0 . 0 
1361.0 71.0 
Source: Eighth Five Year Plan (1992-97), volume ii. 
Government of India, Planning Commission, New Delhi, 
p. 249. 
Indian airlines has anticipated domestic passenger 
growth rate of 8 percent per annum in Eight Plan with 1989-
9 0 as the base year. In terms of target, Indian airlines 
would have capacity equivalent to 1916 million. Available 
tonne Kms. and traffic of 1361 million revenue tonne Kms. by 
the end of the Eighth Plan (1992-97).^^ 
CONCLUSION 
In conclusion, it may be noted that Civil-aviation 
sector bears a close and significant intercourse with all 
other segment of the economy. Civil air transport has a 
18. Eighth Five Year Plan (1992-97), volume ii. Government 
of India, Planning Commission, New Delhi, P. 250. 
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crucial role in ensuring sustained economic growth and the 
essentiality of according high priority to the civil air 
transport virtually flows from the size of India as well as 
from the geographical dispersal of its natural resources. 
The discussion in the chapter also noted that the airline 
industry has undergone many technological revolutions 
particularly the evolution of jet aircraft in the Sixties 
and the wide bodied planes in the Seventies. The study 
revealed that the growth of civil air transport during 
different plans have been uneven and also below expectation. 
For instance, air India traffic recorded an average annual 
growth of 12.4 percent during the period 1960-85. In the 
Sixth Plan the rate of growth was 8.9 percent although in 
1984-85 it remained as low as 1.1 percent only and in the 
last year of Sixth Plan, air India was operating at a loss, 
which got changed in the course of the Seventh Plan. The 
available seat kilometres (ASKMs) deployed were by Air India 
during 1991-92, increased by 4.2 percent. However, the 
passenger kilometres (PKMs) increased only marginally by 1.5 
percent. Cargo operations of Air India have become 
uneconomical consequent to the devaluation of Indian Rupee 
as the freight lease charges are denominated in hard 
currency but most of the freight revenue was received in 
Rupees. Another finding of the discussion is with regard to 
Indian Airlines. The capacity of Indian Airlines in terms 
of ATKMs increased from 959.6 million tonnes in 1984-85 to 
1100 million tonnes in 1991-92. The traffic in terms of 
RTKl<Is increased from 664 million to 800 million during the 
same period. Compared to the last year performance in terms 
7c; 
of ATKMs and RTKMs was increased by 19 percent and 14 
percent, respectively. However, it did not work in 
accordance with the set target in different plans and 
overall performance of the Corporation was below 
expectations during the Seventh Plan. Air India is 
anticipated to have a traffic growth at a rate of 14.4 
percent during the Eighth Plan (1992-97) and that Indian 
Airlines has expected domestic passenger growth rates of 8 
percent per annum in Eighth Plan with 1989-90 as the base 
year. 
It has been further noted that the emphasis of almost 
all the plans have been on modernisation and replacement of 
old, fuel inefficient aircraft with an advanced technology 
aircraft with larger range, better fuel efficiency, higher 
seating capacity and other significant improvement. 
Finally, the chapter suggests that the civil-aviation sector 
should aim at being financially self-sustaining, purpose 
oriented and must stream line itself to respond to new 
challenges of quick transport and international cooperation. 
In the next chapter our endeavour will be to make a 
comparative study of the performance of Air India and Indian 
Airlines Corporations on some parameters like traffic 
operations, financial feasibility, profitability, and 
general utility of the two Corporations as units of an 
important sector of our air transport system. 
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CHAPTER - 4 
PERFORMANCE OF AIR INDIA MUD INDIAN 
AIRLINES CORPORATIONS 
A COMPARATIVE STUDY 
From the discussions in the fore-going chapter it has 
been seen that air-transport occupies a pivotal position in 
the economy of India. The chapter pointed out that the 
health of the air transport, its growth, current performance 
and future development are of great significance, and hence 
a matter of general concern and interest. It has been 
observed that the objective of the air-transport planning is 
of two folds i.e. to meet the transport needs and more 
importantly to provide transport infrastructure necessary 
for the growth of the economy. The chapter has argued that 
some more investment in this sector has to be made to match 
investment in other sectors of our economy. Air-transport 
has today a "commanding presence" and has played "pioneering 
role" in many fields. Recommendation also flows from the 
discussions in this chapter that more and more emphasis 
should be given for its role in generation of resources, 
foreign exchange earnings, import substitution, efforts and 
acquisition, absorption and development of technology and 
its role in providing infrastructural foundation for the 
economy. 
It is in this wider context that this chapter details 
the comparative study of the performance of Air India and 
7R 
Indian Air-Lines Corporations. Normally, the performance 
appraisal of any commercial undertaking is done with 
reference to its financial performance in terms of 
profitability and other related aspects. But in the case of 
Air India and Indian Airlines, the traditional methods of 
appraisal with reference to profitability alone is 
inadequate in view of the socio-economic objective and other 
responsibilities cast upon them. Efforts will be made in 
this chapter to evaluate the comparative performance of Air 
India and Indian-Air Lines in regard to these parameters. 
However, the financial performance appraisal will be an 
important yard-stick, in guaging the performance of the two 
Corporations. An analysis of performance of these 
corporations with reference to such ratios as gross profit 
to capital employed, sales to capital employed, gross margin 
to capital employed, gross profit to net sales, profit 
before tax to net worth, net profit to net worth, R and D 
expenditure to net sales etc. will be attempted. Taking 
into account the fact that Air India and Indian Airlines 
have to discharge a number of other socio-economic 
obligations, the performance appraisal covers also items 
like internal resources generation, contribution to the 
public exchequers, management development, emploi"nent and 
employee's welfare measures, foreign exchange earnings, 
import substitution efforts and such other related matters, 
so as to present a comprehensive picture. 
Indian-Airlines came into existence through a special 
Act of Parliament with an initial capital of Rs. 3.25 
crores with its corporate headquarters at Delhi. Since 
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Indian Airlines corporation being a corporate organisation 
has been endowed with autonomy of internal working and 
external relationships with the ministers and the 
Parliament. The Act provides organisational freedom to 
initiate policy, recruit and select its personnel, pass its 
own budget and has the system of commercial audit of 
accounts. 
Air India was established as a public limited company 
on 29th July 1948 and took over Tata Air Lines with all its 
aircraft, equipments, engineering facilities, trained 
personnel etc. Air India International limited, a new 
company was setup in 1948 after the government approved the 
scheme for operation of air services between India and the 
U.K. The government decided upon complete nationalisation 
of air transport and as a result, Air India the carrier of 
national flag was born as a statutory corporation under the 
Air Corporation Act, passed by the Parliament of India in 
June, 1953. The main motto was to provide adequate and 
efficient air transportation service covering international 
routes. Thus nationalisation of civil-aviation in the year 
1953, opened a new and a more orderly chapter in the history 
of India's Air Transportation. 
1. Acharya, Ram: Civil Aviation and Tourism Administration 
in India, National Publishing House, New Delhi, 1969. 
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As per the provisions of the Air-Corporation Act of 
1953 the Board of Directors, appointed by the government of 
India stands next only to the Corporation. The chairman of 
the corporation is at the helm of the affairs and after him 
is the Managing Director. The general supervision, 
direction and management of the affairs and the business of 
the corporation rests with the Board of Directors. The day 
to day management functions are looked after by a part time 
chairman and the Managing Director who in their actions are 
assisted by various departmental heads like the head of 
department of Operations, Engineering, Traffic, Accounts, 
Stores and Purchase and Personnel etc.^ 
The organisational chart of Air India Corporation as 
shown above and explained happens to be a fairly authentic 
organisation chart. It satisfies the theories of 
organisational behaviour as it lays responsibility on the 
higher up in the organisation. The delegation of authority 
and responsibility as demonstrated by the organisation chart 
also fulfills the principles and cannons of responsibility 
and delegation of authority and power. However, there can 
be improvements in the implementation of the principle of 
unity of command at the top most management level in the 
organisation. 
2. Negi J.M.: "Tourism and Travel, Concepts and Principles", 
Gitanjali Publication House, New Delhi, 1990, p. 217. 
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In the case of Air India Corporation, a part time 
chairman and Managing Director is at the helm of the affairs 
and are being assisted by different Departmental heads. But 
lAC is headed by a fulltime Chairman cum-Managing Director 
and generally he takes the help of two Dy. Managing 
Directors. Similarly these two Dy. Managing Directors are 
being assisted by different functional heads dealing with 
Engineering, Finance, Commercial, Operations, Personnel and 
Stores activities of the Corporation. On the administrative 
front the entire operational activities of Indian Airlines 
have been divided into four regions, namely Bombay, 
Calcutta, Delhi and Madras. Each of the areas has been 
placed under a over all control of the Area Manager who is 
functionally accountable to the Departmental Heads at the 
Headquarters and through them to the Chairman of the Indian 
Airlines Corporation.-^ 
Similarly, the organisation chart of Indian Airlines 
happens to be a fairly authentic organisation chart, which 
satisfies the theories of organisational behaviour as it 
lays down responsibility in the higher up in the 
organisation. The delegation of authority and 
responsibility as demonstrated by the organisation chart 
also fulfills the principles and cannons of responsibility 
and delegation of authority of power. Here again, there can 
be improvements in the implementation of the principle of 
unity of command at the top most management level in the 
organisation. 
3. Ibid. 
The predominant consideration for continued large 
investment in Aviation Sector in the last two to three 
decades is to gear up the growth of economy and to provide 
safe, efficient, adequate, economical and properly-
coordinated air service both domestic and international. 
The investment in both Indian Airlines and Air India 
Corporations have grown appreciably over the years. From a 
figure of Rs. 1,4 9,4 5,000 in 1950 investment stood at Rs. 
1,53,60,13,474 for Air India as an 31st March 1990. 
Similarly Indian Airlines, was setup under the Air 
corporation Act, 1953 with an initial capital of Rs. 3.25 
crores which stood at Rs. 1,02,50,85,960 as an 31st March 
1990 which shows a very remarkable increase in the paid up 
capital of both AI and lA. The capital of the Corporation 
is fully contributed by central government which is 
notionally divided equally between equity capital and loan 
capital. The loan capital carries varying rates of interest 
form 6.5 to 12%, likewise the capital of lA is fully 
contributed by central government and is equally divided 
between equity and loan. 
In a modern money using economy, finance is regarded as 
the king-pin of business enterprises. It is an arm or leg 
the utility of which is directly correlated with the 
department concerned which administers the financial affairs 
to achieve the overall objectives of the business undertaken 
by the enterprise. Because of the statutory nature of the 
Air India and Indian Airlines Corporations, they have to 
work strictly within the provisions of the Air Corporation 
Act of 1953, in the matter of finance and cannot look 
forward for various alternative sources of finance beyond 
the empowered area. In order to make the Corporations 
effective in financial matters, there is a need to change 
the whole financial structure of these Corporations. The 
untapped financial resources are to be tapped for making the 
Corporations financially healthy. 
Resources needed by Indian Airlines and Air India are 
met from external sources in the form of share capital, long 
terra and medium term loans from Central Government, besides 
internal resources generated by Air India and Indian 
Airlines from their retained profits and provisions like 
depreciation and write off of deferred revenue expenditure. 
As may be seen from the above that on the one hand 
fixed capital can be collected without creating charge on 
assets, there are no fixed liabilities like guaranteed rate 
of dividend as on preference shares or interest on 
debentures except the nominal interest on loan. Directors 
have greater discretion in declaration of dividends, 
constitution of reserve funds etc., consistent with long-
term interests of the Corporation, there is no obligation to 
return the money raised as equity capital. On the other 
hand, the cost of financing is relatively more, benefits of 
trading on equity will not be available, equity issue will 
dilute the corporate control if all the funds are sought to 
be raised through equity shares and it may lead to over 
capitilisation. 
As for the talk of liberalisation and modernisation, 
disinvestment of shares of Air India and Indian Airlines 
have been mooted. Again there is controversy of the degree 
of disinvestment of shares. If it will be 5%, 10% or 20 to 
25% it will not help much because still the Government will 
hold the majority of shares and will influence all the 
decisions. However, one should be very clear about the fact 
that ownership has nothing to do with operating an airline, 
it is profitability and efficiency which determine its 
viability and standing as Air India and Indian Airlines 
demonstrated in earlier years. 
FINANCIAL: 
TABLE - 11 
Financial Results of Air India 
(Rs. in Crores) 
April/Sept. April/Sept. Imp. 
1992-93 1991-92 Over Last 
(Provisional) (Actuals) Year (X) 
Operating Revenue 
Operating Expenses 
Operating profit 
Total Revenue 
Total Expenses 
Net Profit 
1208.58 
10A8.69 
161.89 
1272.54 
1102.51 
170.03 
885.09 
828.52 
56.57 
948.58 
893.62 
54.96 
36.5 
26.3 
186.2 
34.1 
23.4 
209.4 
PHYSICAL PARAMETERS: 
ASKM(MiU.): 
PKM (Mill.): 
Passenger Load 
ATKM (Mill.): 
Passenger 
Cargo incl. 
Baggage 
RTKM (Mill.): 
Passenger 
Cargo Incl. 
Baggage 
Over all Load 
Factor (X) 
No. of Passenger 
Carried 
7063.5 
4557.8 
Factor(X) 64.9 
613.2 
411.3 1024.5 412.1 
411.1 
6444.5 
3986.8 
62.0 
554.7 
966.8 
363.1 
174.4 585.5 196.7 
57.7 
11,57,210 
Air Craft utilisation 
Per day (Hours) 
On time 
Performance (X) 
9.85 
89.10 
58.4 
9,64,898 
8.57 
89.40 
9.6 
14.3 
4.7 
6.0 
559.8 
(1.2) 
19.9 
14.9 
4.6 
Source: Annual Report, Ministry of Civil Aviation and Tourism, Department of Civil Aviation, 19 
CQ 
The table below gives the financial performance of 
Indian Airlines during 1990—1992. 
TABLE - 12 
Financial Performance of Ind ian-Ai r l ines 
(Rs. in Crores) 
1990-91 1991-92 Apr.91 to Apr. 92 to 
Dec.91 Dec. 92 
Operating Revenue 1123.74 
Operating Expenses 1072.96 
Operating profit & Loss 50.77 
Non operating Revenue 44.90 
Non operating Expenses 160.06 
Profit/(Loss before Tax) (60.39) 
Profit/(Loss) after Tax (64.59) 
Foreign Exchange Earnings 289.35 
1436.25 
1417.93 
18.33 
51.07 
268.05 
(198.65) 
(198.85) 
402. .28 
987.31 
1024.93 
37.62 
18.01 
158.15 
1160.82 
1166.67 
5.85 
28.24 
129.50 
(177.76) (107.11) 
(177.91) (107.16) 
250, .20 326.20 
Source: Annual Report, Ministry of Civil Aviation and Tourism, Department of 
civil Aviation, 1992-93, p. 30. 
A close look on the tables indicate that Air India has 
perforined much better than its domestic sister Indian 
Airlines. The national carrier's turn over moved upto Rs. 
2,583 crore in 1992-93 from Rs. 2,072 in the previous year. 
But it was the profits that really shoot up, to a record Rs. 
3 3 3.14 crores compared to Rs. 145.89 crores in the previous 
year. The national carrier benefited to a large extent from 
a surge in passenger traffic growth of 18% between April-
Nov. 1992-93. AI carried 2.2 million passengers in 1992-93 
against 2 million in 1991-92. The passenger load factor 
RQ 
increased marginally too-from 61.5% to 64%. However, it was 
yield per route Km. the usual bane of airline companies that 
helped in its improving its financial performance. The 
increase from Rs. 15.03 in 1991-92 to Rs. 19.15 last year 
increased AI's profitability to a large extent. Moreover 
AI's revenues revealed a substantial increase when its 
foreign exchange earnings were converted into rupees. On 
the other hand the year 1991-92 turned out to be a very 
difficult period for the Indian Airlines Corporation. 
During the year the Corporation suffered a loss of Rs. 
198.85 crores as compared to the previous year's loss of Rs. 
64.3 9 crores. This was mainly due to the absorption of 
heavy incidence of fixed expenses associated with the A-32 0 
air craft. (Which was re-inducted gradually), downward 
adjustment of Rupee vis-avis major International Currencies 
from ist/3rd July 1991, increase in Aviation Turbine fuel 
price from 21st July 1991 as against the increase in fares 
which took effect from 7th Oct. 1991 and all round increase 
in costs. During the 9 month period April to December, 
1992, the Corporation suffered a net loss of Rs. 107.11 
crores as against a loss of Rs. 177.76 crores in the 
corresponding period of the previous year. 
The table given below would at once reveal the figures 
of profitability of Air India and Indian Airlines 
Corporations. 
TABLE - 13 
Nameof Cor 
1 
A i r Ind ia : 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1991-92 
1992-93 
IndianAirl 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
1991-92 
1992-93 
•poration Capital 
etnployed 
(CE) 
2 
38531 
41218 
61189 
63881 
68689 
83797 
123055 
120854 
159184 
261629 
256551 
. i nes: 
39126 
39935 
53360 
54424 
57871 
59930 
61081 
59003 
105678 
238786 
257228 
Caiparative Profitability of Air 
Net Prof i t 
3 
-2130 
1036 
3804 
5739 
4469 
6600 
3016 
-4341 
4331 
14589 
33314 
248 
1134 
1792 
4585 
5285 
6322 
3874 
3010 
1066 
-19885 
-19516 
or loss 
4 
Interest 
5 
3149 
3746 
4251 
4255 
4515 
3740 
5152 
6546 
7754 
2708 
3644 
4138 
3879 
4074 
3140 
2462 
2015 
2355 
-
-
0 
0 
0 
0 
0 
12479 
10361 10 
-
20 
20 
50 
50 
30 
2500 
4550 
2540 
18795 
18158 
India and Indian Airlines 
Tax Gross 
provisioi l f rof i t 
(GP) 
6 
-
8055 
9994 
8984 
10340 
8168 
2205 
12085 
0 
2956 
4798 
5950 
8514 
9408 
9492 
8836 
9575 
5963 
20 
5 
(CE) 
7 
1019 
4782 11 
13.16 
13.64 
13.08 
12.34 
6.64 
1.82 
7.6 
27068 
43691 17. 
7.56 
12.01 
11.15 
15.64 
16.26 
15.84 
14.47 
16.23 
5.6 
-1070 
-1353 
X GP to 
: C E . 
8 
2.64 
1.60 
3818 
4209 
4730 
4637 
6023 
7575 
10770 
10.3 
,0 
2513 
3017 
3855 
4157 
4193 
4268 
4408 
4596 
7784 
-0.4 
-0.5 
(Rs . i n Lakhs) 
Deprec iat i on Gross 
&DR E 
(GM) 
9 
2648 
2914 
11673 
14203 
13714 
14977 
14465 
10163 
22855 
20040 
Margin 
10 
3667 
7696 
19.08 
22.23 
19.97 
17.37 
11.76 
8.41 
14.4 
47108 
18463 62154 24. 
5469 
7815 
9805 
12671 
13601 
15310 
15338 
15823 
13747 
17990 
19485 
13.98 
19.57 
18.38 
23.28 
23.50 
25.55 
24.95 
26.82 
13.0 
15920 
18122 
Sources: Publ ic€nterprise8urveyValue-I, Bureauof Publ icEnterpr iseain ist ry j f IndustryjewDelhi, 1981-8$i.40,1933-
89, pp. 162,163, 1992-93p. S-27. 
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TABLE - 14 
Net Profit after Tax and before Tax earned by Air India and 
Indian Airlines 
(Rs.in Lakhs) 
Name of the Corporation 
1 
Year After Tax 
2 3 
Before Tax 
4 
Air India 
Indian Airlines 
Air India 
Indian Airlines 
Air India 
India Airlines 
Air India 
India Airlines 
Air India 
Indian Airlines 
Air India 
Indian Airlines 
Air India 
Indian Airlines 
Air India 
Indian Airlines 
Air India 
India Airlines 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 
-2130 
240 
1036 
1134 
3804 
1792 
5739 
4585 
4469 
5284 
6600 
6322 
3016 
3874 
-4341 
3010 
4331 
1068 
-2130 
248 
1036 
1154 
3804 
1812 
5739 
4635 
4469 
5334 
6600 
6352 
3016 
6374 
-4341 
7560 
4331 
3608 
Sources:Public Enterprises Survey volume -1, Bureau Public 
Enterprises, Ministry of Industry, New Delhi. 1981-82, 
82-83, 83-84, 85-86, 86-87, 87-88, 88-89. 
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TABLE - 15 
Fleet Strength of Air India t Indian Airlines 
Air India Indian Airlines 
Type of Air-
Craft 1987-88 1988-89 1992 1987-88 1988-89 1992 
1 2 3 4 5 6 7 
Airbus A-320 - - - - - 18 
Airbus A-300 - - - 11 11 11 
Boeing - 737 - - - 27 29 23 
F 2 7 - - 4 4 - -
HS 748 - - - 6 4 1 
Boeing 747 10 10 9 _ _ _ 
Airbuses A 3 3 3 - -
-300 B'^  
Airbus A 6 6 8 - - -
310-300 
Boeing 747-300 - 2 2 - - -
(Combi) 
Total: 19 21 22 48 48 53 
Source: Public Enterprises Survey volume J, Bureau of Public 
Enterprises, Ministry of Industry, New Delhi and Annual 
report. Ministry of Civil Aviation and Tourism, Department 
of Civil Aviation, 1992-93 pp. 26-29..CW12 
TABLE - 16 
OPERATING REVENUE OF AIR INDIA AND INDIAN AIRLINES 
(Rs. in Crores) 
1987-88 1988-89 1989-90 1990-91 1991-92 
Air Ind ia 995.37 1150.87 1368.17 1626.88 1965.18 
Ind ian A i r l i n e s 917.58 958.74 1069.07 1123.74 1436.25 
Sources: Annual report of Air India, 1990-91, p. 8, 1991-92, 
p.18, Annual Report, lA, Jan, 91, p.6, 19S3-89 p.6 
and Annual Report, Ministry of Civil Aviation and 
Tourism, Department of Civil Aviation, 1992-93, 
p.30. 
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Table - 17 
OPERATING EXPENSES OF AIR INDIA AND INDIAN AIRLINES 
(Rs. in Crores) 
1987-88 1988-89 1989-90 1990-91 1991-92 
Air India 843.78 1001.90 1084.26 1241.15 1553.70 
Indian Airlines 810.98 865,14 994.96 1072.96 1417.93 
Sources: Annual report of Air India and its subsidiary Hotel 
corporation of India limited and Air India 
Charters, 1990-91, p.8, Annual Report, Air India, 
1991-92, p-18, Annual Report, Indian Airlines, 
1989-90, P.6, Annual Report, Indian Airlines, 88-89 
p.6 and Annual Report, Ministry of Civil Aviation 
and Tourism, Department of Civil Aviation, 1992-93, 
p.30. 
TABLE - 18 
AIR INDIA 
CAPACITY AND TRAFFIC 
(In million) 
Year Capaci ty Ava i l ab le Capacity u t i l i s e d Load Factor 
Tonne Kms. Tonne Kms. (%) 
1984-85 1964 1241 63.4 
1989-90 2292 1441 63 .1 
1990-91 2260 1381 61 .1 
1991-92 2249 1493 66.4 
*(Ant. Ach iv t . ) 
1996-97 3061.60 1980.3 64.8 
(Target) 
Source: Eight Five Year Plan Volume - II Government of 
India, Planning Commission, New Delhi, 1992-97, p. 
248. 
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TABLE - 19 
INDIAN AIRLINES 
CAPACITY AND TRAFFIC 
(In million) 
Year Capacity Available Capacity utilised Load Factor 
Tonne Kms. Tonne Kms. (%) 
1984-85 960.0 664.0 69.2 
1989-90 1134.0 826.0 72.8 
1990-91 926.7 699.2 75.5 
1991-92* 1134.0 794.0 70.0 
*(Ant. Achivt.) 
1996-97 1916.0 1361.0 71.8 
(Target) 
Source: Eighth Five Year Plan Volume - II 1992-97, p.249. 
TABLE - 20 
Analysis of Value/Cost of Production of Air Inidia and Indiar Air 
(Rs. in Cpores) 
Name of Corporation Value of Xage Cost of (X)age Material Content(X; L 
production Inc(x) Production Inc(x) 
1988-89 1987-88 1988-89 1987-88 1953-89 1987-88 1 
Ai r India 1058.31 911.29 16.13 1055.04 981.31 7.51 6.61 6.38 
Indian A i r l i nes 906.82 867.07 4.58 878.73 799.29 9.94 7.19 6.70 
Source: Public Enterprises Survey volume-I, Bureau of Public Enterprises, Ministry of Indust-v, 
9 8 
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TABLE - 21 
Value of Foreign Exchange Earned and Utilised by Air India and Indian Airlin 
(Rs. in Lakhs) 
Name of Corporation Value earned Value utilised 
1992-93 1991-92 1988-89 1987-88 1992-93 1991-92 1988-89 1987-88 
Air India 139628 114791 89954 76396 109867 93196 69685 60349 
Indian Airlines 40228 49074 25223 20597 26500 13094 9828 8483 
Sources: Public Enterprises Survey Volume I, Bureau of Public Enterprises, Ministry of 
Industry, Hew Delhi, 1988-89, p. 300, 1992-93, pp. S-167 and S-181. 
TABLE - 22 
AIR INDIA AMD INDIAN AIRLINES 
EMPLOYEE PRODUCTIVITY 
1986-87 1987-88 1988-89 
Air India 
Indian Airlines 
131.7 
52.1 
148.8 
54.5 
151.5 
55.2 
Sources: Annual report Air India, 1990-91, P. 14 and 
Corporate Plan upto 2010, Indian Airlines, May 
1992, p. 46. 
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TABLE - 23 
International Resources Generated by Air India and Indian 
Airlines 
(Rs.in million) 
Name of 1992-93 1990-91 1989-90 1988-89 1987-88 
Corporation 
AIR INDIA: 
Depreciation 16004 10228.67 8938.56 10124 7575 
DRE 2457 7088.66 4331,31 646 383 
Retained Profit 33314 4331 -4341 
Total 51777 17317.33 13269.87 15101 3617 
INDIAN AIRLINES: 
Depreciation 3894.08 4630.03 4683 4596 
DRE 3101 1632 
Retained Profit 1067.74 1068 3010 
Total 3894.08 5697.77 8852 9258 
Source: Public Enterprises Survey volune-I^ Bureau of Public 
Enterprises, Ministry of Industry, New Delhi, 1987-
88, 1988-89 and 1992-93. 
A self sustaining sector of an economy has to depend 
upon its ability to generate resources within itself and 
utilise these resources for the furtherance of the 
developmental objectives. Indian Airlines and Air India 
have to depend on their ability to generate resources 
internally for financing their own expansion and 
developmental activities. In the present prevalent resource 
scarce situation in the country the generation of internal 
resources by Air India and Indian Airlines have assumed 
1 CiA 
greater significance since in addition to financing their 
own plans, they are also expected to generate surpluses for 
financing needs of other priority sectors. In this context, 
it is encouraging to note that both Air India and Indian 
Airlines have succeeded in raising their internal resources 
generation over the years. Moreover, Air India has a slight 
edge over Indian Airlines in terms of internal resource 
generation. Furthermore, the analysis of the various tables 
indicate that in some areas Indian Airlines has some edge 
over Air India and in others it is Air India which has the 
upper hand. For instance, in terms of capacity and traffic 
and fleet strength, it is Indian Airlines which is better 
placed in comparison to Air India. The load factor of Air 
India was 63.4%, 63.1%, 61% and 66.4% in the years 1984-85, 
1989-90, 1990-91 and 1991-92, whereas the load factor of 
Indian Airlines was 69.2% in the year 1984-85, 72.8% in 
1989-90, 75.5% in 1990-91 and 70.0% in 1991-92. The 
comparison of the two Corporations in terms of load factor 
clearly places Indian Airlines in better position than Air 
India. Similarly, with regard to the fleet strength Indian 
Airlines enjoys the superiority with 53 aircrafts in 
comparison to 22 aircraft of Air India in the year 1992. On 
the other hand in case of the employee productivity, net 
profit after tax and before tax and operating revenue etc., 
Indian Airlines lag behind Air India. The productivity of 
employee of Indian Airlines is only 52.1 in 1986-87, 54.5 in 
1987-88 and 55.2 in 1988-89 in comparison to Air India's 
131.7 in 1986-87, 148.8 in 1987-88 and 151.5 in 1988-89. 
Similarly, net profit after tax of Air India in the years 
105 
1982-83, 1983-84, 1984-85, 1985-86, 1986-87, 1987-88, 1988-
89 were Rs. 3804 lakhs, Rs. 7539 lakhs, Rs. 5284 lakhs, Rs. 
6322 lakhs, Rs. 3874 lakhs, Rs. 4341 lakhs and Rs. -4331 
lakhs respectively. Whereas the profit after tax of Indian 
Airlines were Rs. 1792 lakhs, Rs. 4585 lakhs, Rs. 4469 
lakhs, Rs. 6600 lakhs, Rs. 3016 lakhs, Rs. 3010 lakhs and 
Rs. 1068 lakhs in the years 1982-83, 1983-84, 1984-85, 
1985-86, 1986-87, 1987-88, 1988-89 respectively. 
It is evident from the figures that except for the two 
years i.e. 1985-86 and 1987-88 the performance of Air India 
in comparison to Indian Airlines is better. The position of 
Indian Airlines has been deteriorating during the last 
several years because of continuous losses after and before 
tax. During the year 1990-91, 1991-92, April 1991 to 
December 1991 and April 1992 to December 1992, the losses of 
Indian Airlines before tax and after tax were Rs. 60.38 
crores, Rs. 198.65 crores, Rs. 177.76 crores, Rs. 107.11 
crores and Rs. 64.59 crores, 198.85 crores, Rs. 177.91 
crores and Rs. 107.16 crores respectively. 
And finally a comparison of operating revenue of Air 
India and Indian Airlines shows that Air India is performing 
better in comparison to Indian Airlines. The operating 
revenue of Air India in the years 1987-88, 1988-89, 1989-90, 
1990-91 and 1991-92 were Rs. 995.87 crores, Rs. 1150.87 
crores, Rs. 1368.17 crores, Rs. 1626.88 crores and Rs. 
1965.18 crores and that of Indian Airlines were Rs. 917.68 
crores, Rs. 958.74 crores, Rs. 1069.07 crores, Rs. 1123.74 
crores and Rs. 1436.25 crores in the above mentioned years 
1 n«: 
which are far behind the operating revenue of Air India in 
these years. 
It is apparent from the table that the total internal 
resources generated by Air India during 1987-88 was Rs. 3 617 
million which shoot up to Rs. 15101 million in the year 
1988-89 and again to Rs. 51777 million in the year 1992-93. 
But in the case of Indian Airlines the position is reverse. 
That is resources generated had gone down to Rs. 8852 
million in the year 1988-89 from Rs. 9258 million during the 
previous year. 
It shows that internal resource generation which is 
vital for the expansion and furtherance of the developmental 
objectives, Indian Airlines continue to show a decreasing 
scale of internal resource generation. Again in the year 
1989-90 the internal resource generated by Indian Airlines 
comes down to Rs. 5697.77 million from Rs. 8852 million in 
the year 1988-89. Worse is the scene in the year 1990-91, 
when internal resource generated by Indian Airlines stood at 
Rs. 3894.08 million only. However, internal resource 
generated by Air India is look to be good than Indian 
Airlines but its trend is fluctuating. It goes down to Rs. 
13269.87 million in the year 1989-90 from a figure of Rs. 
15101 million in 1988-89. But again it went up to Rs. 51777 
million in 1992-93. Thus, a comparison of the internal 
resources generated by Air India and Indian Airlines during 
different years does indicate that the performance of Air 
India is better than Indian Airlines. 
Details 
TABLE - 24 
INDIAN AIRLINES 
Summary Profit and Loss Accounts 
(Rs. in Lakhs) 
1992-93 1991-92 1990-91 1988-89 1987-88 1986-87 
INCOME 
Gross Sales/Operating Income 
Less: contnission. Rebate and 
Discount 
Less: Excise Duty 
Net Sales/Operating Income 
Add: Other Income/Misc. Receipts 
Total 
EXPENSES 
Purchase of Finished Goods 
Consumpt. of Raw Mater ia l , 
Stores, spares 
Salar ies, Wages, Welfare, 
Benefi ts 
Repairs and Maintenance 
Power and Fuel 
Misc. Expenditure 
Prior Period Adjustment(Net) 
Accretion/Oecretion in Stock 
of Finished Goods 
Work-in-Progress 
Total 
Gross Margin 
Less: Depreciation 
Less: Deferred Revenue/Prel. 
Expenditure 
Gross Profit/Loss 
Interest 
On Central Government Loans 
On Foreign Loans 
On Other Loans 
On Cash Credit 
Less: Interest Capitalised 
Net Chargeable Interest 
Profit/Loss Before Tax 
Less: Tax Provisions 
Net Profit/Loss 
Less: Dividend Declared 
Retained Profit/Loss 
151312 
6449 
1410 
143453 
4209 
147662 
0 
15722 
28192 
7178 
53042 
27758 
-2362 
0 
0 
129530 
18132 
19485 
0 
-1353 
456 
11702 
0 
0 
0 
18158 
-19511 
5 
-19516 
0 
-19516 
143625 
5631 
1606 
136388 
5107 
141495 
0 
9943 
21135 
6709 
51984 
34431 
373 
0 
0 
124575 
16920 
17990 
0 
-1070 
456 
18339 
0 
0 
0 
18795 
-19865 
20 
-19885 
0 
-19885 
112373 
3973 
1468 
106932 
3515 
110447 
0 
7915 
18040 
6073 
37746 
21906 
-974 
0 
0 
90706 
19741 
12819 
0 
6922 
456 
12905 
0 
0 
0 
13361 
-6439 
20 
-6459 
0 
-6459 
95874 
3456 
1736 
90682 
799 
91481 
0 
6322 
14928 
4439 
34297 
16652 
1096 
0 
0 
77734 
13747 
4683 
3101 
5963 
456 
1899 
0 
Q 
0 
2355 
3608 
2540 
1068 
0 
1068 
91768 
3233 
1828 
86707 
782 
87489 
0 
5356 
12592 
3495 
35700 
14299 
224 
0 
0 
71666 
15823 
4596 
1652 
9575 
456 
1559 
0 
0 
0 
2015 
7560 
4550 
3010 
0 
3010 
82091 
2558 
1773 
77368 
779 
78139 
0 
4760 
10970 
2572 
30825 
13717 
57 
0 
0 
2901 
15238 
4408 
1994 
8836 
456 
2006 
0 
0 
0 
2462 
6374 
2500 
3874 
0 
3874 
Source: Public Enterprises Survey, Volume-Ill, Ministry of 
1988-89, p. 445 and 1992-93 p. 566. 
Industry, Mew Delhi, 
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Details 
Authorised Share Capital 
LIABUtTIES 
Paid up share Capital 
From Central Government 
From Others 
Loans 
From Central Government 
From Foreign Parties 
Working Capital Loans from 
Central Govt. 
From Others 
Cash Credit/Advances 
Reserves and Surplus 
Dev. Rebate/Investment Allow. 
Reserves 
General and Other 
Specif ic Reserves 
ASSETS 
Fixed Assets 
Gross Block 
Less: Depreciation 
Amortisation 
Net Block 
Capital Work in P 
Unallocated Exp. During 
Construction 
Other Item in the Mature 
Assets 
Total Net Fixed Assets 
Investments 
Working Capital/Net 
Assets 
Inventories 
Raw Materials 
Spare Parts 
Work-in-Progress 
Finished Goods 
Other Stores 
Sundry Debtors 
Loans and Advances 
Cash & Bank Balance/Deposits 
Other Misc. Assets 
Total Current Assets 
Less: Current Liab. 8 Provisions 
Net Current Assets/Working 
Capital 
Deferred Revenue/Preliminary 
Expenditure 
Accunulated Deficit 
Grand Total 
TABLE - 25 
INDIAN AIRLINES 
Balance Sheet 
(Rs. in Lakhs) 
1992-93 1991-92 1990-91 1988-89 1987-88 1986-87 
0 0 0 0 0 0 
5515 
0 
5004 
09773 
0 
0 
17142 
5503 
0 
5004 
195003 
0 
0 
4460 
5492 
0 
5004 
140451 
0 
0 
2231 
5247 
0 
5004 
61960 
0 
0 
1916 
5004 
0 
5004 
15991 
0 
0 
2944 
5004 
0 
5004 
21258 
0 
0 
1698 
3316 3622 5777 7272 7761 
of 
Current 
26862 
0 
13348 
45963 
0 
0 
49010 
0 
0 
76656 
4328 
0 
27011 
3889 
0 
274747 242371 198626 113711 
9111 
Reserves 
it/Loss 
Grand Total 
& 
rogress 
28639 
5458 
0 
274747 
328828 
98462 
230366 
2127 
24123 
4656 
0 
242371 
271886 
79063 
192823 
1552 
35698 
3973 
0 
198626 
214417 
62551 
151866 
3828 
29226 
3006 
0 
113711 
71629 
42607 
29022 
2527 
26319 
3029 
0 
66052 
70693 
38701 
31992 
2202 
21651 
5279 
0 
69005 
67835 
34354 
33481 
2013 
0 
232493 
2044 
0 
194375 
2033 
0 
155694 
2022 
0 
31549 
1178 
23 
34217 
935 
14 
35508 
700 
0 
12829 
0 
0 
3480 
23944 
53116 
6941 
3834 
104144 
77282 
0 
8649 
0 
0 
3942 
20576 
56107 
25681 
2231 
117186 
71223 
0 
8638 
0 
0 
2555 
20414 
48282 
20450 
2566 
102905 
61995 
0 
2782 
0 
0 
1247 
11979 
39183 
47467 
2286 
104944 
28288 
0 
2647 
0 
0 
1092 
9552 
26495 
6220 
1117 
47123 
20112 
0 
3084 
0 
0 
996 
8744 
16796 
8284 
895 
38799 
11199 
27600 
5197 
0 
66052 69005 
Source: I b i d , p.554 and p. 565. 
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TABLE - Z6 
INDIAN AIRLINES 
Management Ratio 
Details 1992-93 1991-92 1990-91 1988-89 1987-88 1986-87 
General (Rs. in lakhs) 
Capital Employed 
Net Worth 
Value of Services Rendered 
Cost of Services Rendered 
Cost of Sales 
R and D Expenditure 
257228 
2^ 1022 
143453 
167173 
173622 
0 
238786 
333248 
136388 
161360 
166991 
0 
192776 
46967 
106932 
116886 
120859 
0 
105678 
37417 
90682 
87873 
91329 
0 
59003 
35195 
86707 
79929 
83162 
0 
61001 
30569 
77360 
71765 
74723 
0 
Services/SalesCX) 
Value of Services:Capital 
Employed 
Material Cost: Cost of Services 
Manpower Cost: Cost of Services 
Net Sates: Total Current Assets 
Cost of Sales: Net Sales 
55.77 
9.40 
16.86 
37.74 
21.03 
57.12 
6.16 
13.10 
116.39 
122.44 
55.47 
6.77 
15.43 
103.91 
113.02 
85.81 
7.19 
16.99 
86.41 
100.71 
146.95 
6.70 
15.75 
184.00 
95.91 
126.65 
6.63 
15.29 
199.39 
96.59 
Personnel (Rs.) 
No. of Employees(Other than 
casual) 
Average Monthly Emoluments per 
Employee 
Value of Production per man 
month 
22470 
10455 
53202 
22112 
7965 
51400 
22082 
6808 
40354 
21062 
5906 
35879 
20758 
5055 
34809 
21026 
4348 
30660 
Inventories (In Terms of No. 
of days) 
Total Inventory: Value of 
Production 
Raw Materials: Consunption 
Finished Goods: Net Sales 
Financial (X) 
Gross Margin: Capital Employed 
Gross Profit: Capital Employed 
Gross Profit: Net Sales 
Profit Before Tax: Net Worth 
Net Profit: Net Worth 
R & 0 Expenditure: Net Sales 
Sundry DebtorsCNo. of Days of 
Gross Sales) 
50.57 
461.44 
0.00 
7.05 
-0.53 
-0.94 
-81.22 
-81.24 
0.00 
57.76 
37.46 
513.78 
0.00 
7.09 
-0.45 
-0.73 
-59.75 
-59.31 
O.QO 
52.29 
44.51 
601.29 
0.00 
10.24 
3.59 
6.47 
-13.71 
-13.75 
0.00 
66.31 
24.21 
347.33 
0.00 
13.01 
5.64 
6.58 
9.64 
2.85 
O.QO 
45.61 
19.97 
323.23 
0.00 
26.82 
16.23 
11.04 
21.48 
8.55 
O.QO 
37.99 
22.52 
365.92 
0.00 
24.95 
14.47 
11.42 
20.85 
12.67 
0.00 
38.88 
Source: Ibid. p. 546 and p. 567. 
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TABLE - 27 
AIR INDIA 
Summary Profit and Loss account 
OetaiIs 1992-93 1991-92 1990-91 1988-89 1987-88 1986-87 
INCOME 
Gross Sales/Operating Income 
Less: commission. Rebate and 
Discount 
Less: Excise Duty 
Net Sales/Operating Income 
Add: Other Income/Misc. Receipts 
Total 
EXPENSES 
Purchase of Finished Goods 
Consumpt. of Raw Material, 
Store, spares 
Salaries, Wages, Welfare, 
Benefits 
Repairs and Maintenance 
Power and Fuel 
Misc. Expenditure 
Prior Period AdjustmentCNet) 
Accretion/Decretion in Stock 
S Finished Goods 
Work-in-Progress 
Total 
Gross Margin 
Less: Depreciation 
Less; Deferred Revenue/Prel. 
Expenditure 
Gross Profit/Loss 
Interest 
On Central Government Loans 
On Foreign Loans 
On Other Loans 
On Cash Credit 
Less: Interest Capitalised 
Net Chargeable Interest 
Profit/Loss Before Tax 
Less: Tax Provision 
Net Profit/Loss 
Less: Dividend Declared 
Retained Profit/Loss 
243586 
12150 
196518 162688 115034 
9501 8872 6978 
99587 
6261 
29032 
20244 
0 
223342 
12852 
236194 
16412 
0 
180106 
9035 
189141 
12093 
0 
150595 
4827 
155422 
9253 
0 
105831 
4004 
109835 
8458 
0 
91129 
2661 
93790 
6974 
0 
82058 
1639 
83697 
6223 
45195 
6324 
41703 
70558 
-1890 
0 
0 
174040 
62154 
16004 
2759 
43691 
726 
13893 
0 
0 
4258 
10361 
33330 
16 
33314 
0 
33314 
36375 
7270 
34766 
55848 
-1727 
0 
0 
142033 
47108 
18328 
1712 
27068 
726 
12507 
0 
0 
754 
12479 
14589 
0 
14589 
0 
14589 
29142 
3333 
34867 
53030 
-3398 
0 
0 
122272 
33150 
12814 
1219 
19117 
726 
10275 
0 
0 
7 
10994 
8123 
0 
8123 
0 
8123 
22482 
2478 
19971 
36494 
-1423 
0 
0 
86980 
22855 
10124 
646 
12085 
726 
7560 
0 
0 
532 
7754 
4331 
0 
4331 
0 
4331 
19605 
2765 
20765 
34378 
-147 
0 
0 
83627 
10163 
7575 
383 
2205 
726 
6184 
0 
0 
372 
6546 
-4341 
0 
-4341 
0 
-4341 
16831 
2194 
17256 
28603 
-1875 
0 
0 
69232 
14465 
6023 
274 
8168 
726 
4528 
198 
0 
300 
5152 
3016 
0 
3010 
0 
3016 
Source: Ibid, p. 533 and p. 551. 
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TABLE - 28 
AIR INDIA 
Balance Sheet 
Details 
Authorised Share Capital 
LIABILITIES 
Paid up share Capital 
From Central Government 
From Others 
Loans 
From Central Government 
From Foreign Parties 
Working Capital Loans from 
Central Govt. 
From Others 
Cash Credit/Advances 
Reserves and Surplus 
Dev. Rebate/Investment Allow. 
Reserves 
General and Other Reserves 
Specific Reserves 
Balance from Profit/Loss 
Grand Total 
ASSETS 
Fixed Assets 
Gross Block 
Less: Depreciation & 
Amortisation 
Net Block 
Capital Work in Progress 
Unallocated Exp. During 
Construction 
Other Item in the Mature of 
Assets 
Total Net Fixed Assets 
Investments 
Working Capital/Net Current 
Assets 
Raw Materials 
Spare Parts 
Work-in-Progress 
Finished Goods 
Other Stores 
Sundry Debtors 
Loans and Advances 
Cash & Bank Balance/Deposits 
Other Misc. Assets 
Total Current Assets 
Less: Current Liab. 8, Provisions 
Net Current Assets/Working 
Capital 
Deferred Revenue/Preliminary 
Expenditure 
Accumulated Deficit 
1992-93 
0 
7947 
0 
7436 
209710 
0 
0 
0 
10901 
94944 
2754 
0 
333692 
238006 
99799 
138207 
1521 
0 
0 
204748 
6160 
0 
23007 
0 
0 
3809 
31966 
16536 
129420 
6124 
210862 
92518 
118344 
4440 
0 
1991-92 
0 
7924 
0 
7436 
180481 
0 
0 
0 
10985 
63033 
2775 
0 
272634 
220700 
83919 
136781 
825 
27 
0 
137633 
4163 
0 
21423 
0 
0 
2909 
33670 
33560 
96902 
4790 
193254 
67592 
125662 
5176 
0 
1990-91 
0 
7924 
0 
7436 
123455 
0 
0 
0 
18624 
39295 
3434 
0 
200168 
179690 
69532 
110158 
345 
74 
0 
110577 
4164 
0 
22981 
0 
0 
2738 
30071 
9599 
60995 
2647 
129031 
48264 
i 
80767 
4660 
0 
1988-89 
0 
7679 
0 
7436 
11342 
0 
0 
0 
18280 
21193 
518 
0 
166448 
159028 
0930 
100098 
101 
50 
0 
08249 
4349 
0 
18606 
0 
0 
1970 
19049 
6133 
38418 
2467 
6643 
35104 
51539 
2311 
0 
(Rs. in 
1987-88 
0 
7436 
0 
7436 
75435 
0 
0 
0 
14536 
21531 
0 
0 
126374 
128745 
42595 
86150 
225 
171 
0 
86546 
3999 
0 
14237 
0 
0 
1830 
16749 
17338 
13747 
1566 
65467 
30763 
34704 
1125 
0 
Lakhs) 
1986-87 
0 
7436 
0 
7436 
72674 
0 
865 
0 
14536 
25465 
0 
0 
128412 
117919 
37500 
80411 
759 
212 
0 
81382 
3764 
0 
13008 
0 
0 
1505 
13616 
6949 
31995 
1693 
68841 
26217 
42624 
642 
0 
Grand Total 333692 272534 200168 166448 126374 128412 
Source: Ibid, p. 532 and p. 550, 
TABLE - 29 
AIR INDIA 
Management Ratio 
Details 1992-93 1991-92 1990-91 198B-89 1987-88 1986-87 
General (Rs. in lakhs) 
Capital Enployed 
Net Worth 
Value of Services Rendered 
Cost of Services Rendered 
Cost of Sales 
R and D Expenditure 
25655 
109352 
223342 
2028M 
223108 
0 
262443 
76766 
180106 
174552 
190964 
0 
190925 
61183 
150595 
147299 
159392 
0 
159637 
44841 
105831 
105504 
114757 
0 
120854 
42378 
91129 
98131 
106589 
0 
123035 
46795 
82058 
80681 
87655 
0 
Services/Sales(%) 
Value of Services:Capital 
enployed 87.06 68.63 78.88 
Material Cost: Cost of Services 5.99 5.44 6.02 
Manpower Cost: Cost of Services 22.28 20.84 19.78 
Net Sales: Total Current Assets 105.92 93.20 116.71 
Cost of Sales: Net Sales 99.90 106.03 105.84 
66.29 75.40 66.69 
6.61 6.38 7.71 
21.31 19.98 20.86 
122.15 139.20 119.20 
100.43 116.96 106.82 
Personnel (Rs.) 
No. of EmployeesCOther than 
casual) 
Average Monthly Emoluments per 
Employee 
Value of Production per man 
month 
16840 
22365 
110522 
16482 
18391 
91062 
16504 
14715 
76040 
17271 17328 17443 
10848 9428 8041 
51064 43826 39203 
Inventories (In Terms of No. 
of days) 
Total Inventory: Value of 
Production 
Raw Materials: Consumption 
Finished Goods: Net Sales 
Financial (X) 
Gross Margin: Capital Employed 
Gross Profit: Capital Employed 
Gross Profit: Net Sales 
Profit Before Tax: Net Worth 
Net Profit: Net Worth 
R S D Expenditure: Net Sales 
Sundry Debtors(No. of Days of 
Gross Sales) 
46.67 
857.95 
0.00 
24.23 
17.03 
19.56 
30.48 
30.46 
0.00 
47.90 
51.69 
979.90 
0.00 
17.95 
10.31 
15.03 
19.00 
19.00 
0.00 
62.54 
64.22 
1090.06 
0.00 
17.36 
10.01 
12.69 
13.28 
13.28 
0.00 
67.47 
76.94 
1166.97 
0.00 
14.32 
7.57 
11.42 
9.66 
9.66 
0.00 
60.42 
68.07 
990.82 
0.00 
8.41 
1.82 
2.42 
-10.24 
-10.24 
0.00 
61.39 
69.98 
922.74 
0.00 
11.76 
6.64 
9.95 
6.45 
6.45 
0.00 
55.83 
Source; Ibid, p.534 and p. 552. 
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TABLE - 30 
AIR IM)IA 
(Rs. in Lakhs) 
1990 1989 1988 1987 
YearendingSlStMarch 
(Rs. in Lakhs) 
1990 1989 1988 1987 
LIABILITIES: ASSETS: 
Others 7436.32 7436.32 7436.32 7436.32 FixedAssets 
EquitvCapital 7923.82 7678.82 7436.32 7436.32Depn.Prov. 
Reserve* Surplus 45047.09 39991.0736067.09 40001.15 Net FixedAssets 
E & L not U o f f 
N.W. 
Secured, oans 
Unsecured oans 
TotalDebt 
Cur.L. S Prov. 
To ta lL . J N.U. 
(3178.50) (2311.4011125.11X642.00) Investments 
57228.73 52794.8149814.62 5423.79 BankBalances 
114022.42111341.9475435.2873538.59 Receivables 
261.41 253.56 Inventories 
114022.42111341.94 75696.6973792.15Misc.Cur.Assets 
43311.67 35415.28 30763.0826216.97TotalCur.Assets 101215.77 
168802.81 
60986.77 
107816.04 
5531.01 
39818.49 
23965.81 
24319.47 
13112.00 
214562.8 199552.03156274.3954240.91 TotalAssets 214562.82 
159179.17 
50930.36 
108248.81 
4349.18 
38418.48 
19049.06 
22309.81 
7176.69 
86954.04 
199552.03 
129140.74 118889.10 
42594.53 37507.69 
86546.21 81381.41 
3999.35 
13746.66 
16749.37 
16996.45 
18236.35 
65728.83 
156274.39 
3764.23 
31995.26 
13619.43 
15731.68 
7748.50 
69095.27 
154240.91 
Analysifflf Working 
1990 1989 
(Rs. in Lakhs) 
1988 1987 1990 1989 1988 
Operatinfevenue 136817.26115084.3899586.76 89032.39Debt.Equityratio 
GrossProfit/(Loss'D7317.33 13269.87 3181.47 8992.67Currentratio 
Depreciation 10228.67 8938.56 7522.57 5976.99 M.W.pereq. (Rs.) 
NetProf i t / (Loss) 7088.66 4331.31 (4341.10) 3015.68 Ret.on Investment 
Ret.on FixedAssets 
Ret.onSh. H'sEq. 
N.P.TotalAssetsX 
Net Profit-RevenOb 
R'bles-Revenue-days 
Invent-Revenue-days 65 
1987 
1.99 
2.34 
-
7.42 
11.78 
-
3.30 
5.18 
64 
 
2.11 
2.46 
-
4.06 
6.15 
-
2.17 
3.76 
60 
71 
1.51 
2.12 
-
-
-
-
-
-
61 
62 
1.36 
2.64 
6.29 
3.64 
5.72 
O.il 
3.71 
3.39 
56 
18 
Analysiaaf Working 
FUNOSPROVIDECBY 1990 
(Rs.in Lakhs) 
1989 1988 FUNOSUSEO FOR 1990 
(Rs.in Lakh 
1989 1988 
I nterna IGenera t i on 
I n c . i n Borrowings 
Dec. i nWork in^ap i ta l 
Sh. Capital 
17317.34 13269.87 7522.57 CapitalExpenditure 
2680.48 35906.66 1643.13 Inc. in Investments 
8173.96 Inc. in non-cur assets 
245.00 242.50 Inc. inWorkincfapital 
Dec. in Reserves 
20242.82 49419.03 17339.66 
9795.90 30641.16 12687.37 
1181.83 349.83 235.12 
867,10 1189.29 483.11 
6365.34 16834.42 
2032,65 407.33 3934.06 
20242,82 49419.03 17339.66 
Source: Kothari's Industrial Directory of India. 
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TABLE - 31 
IWIAM AIR LI>ES 
(Rs. in Lakhs) 
1989 1988 1987 
Year endings 1st March 
(Rs.in Lakhs) 
1989 1988 1987 
LIABILITIES: 
Others 
EquityCapital 
Reserve* Surplus 
E & L not w" off 
N.U. 
Secured-oans 
Unsecuredoans 
TotalDebt 
Cur.L. & Prov. 
TotalL. & N.U. 
5004.18 5004.18 5004.18 
5246.68 5004.18 5004.18 
39583.73 37109.86 37109.86 
(4328.24X3888.57) (5197.11) 
45506.35 43229.65 38245.14 
61960.11 15990.62 21258.22 
192.56 149.08 
61960.11 16183.18 21407.30 
30204.76 22862.93 15353.64 
137671.22 82275.76 75006.08 
ASSETS: 
FixedAssets 
Depn.Prov. 
Net FixedAssets 
Investments 
Bank Balances 
Receivables 
Inventories 
Misc.Cur.Assets 
TotalCur.Assets 
TotalAssets 
74156.41 
42607.01 
31549.40 
1177.50 
47467.26 
11979.22 
6016.04 
39481.80 
104944.32 
137671.22 
72894.65 
38700.98 
34193.67 
935.00 
6220.45 
9552.37 
4743.21 
26631.06 
47147.09 
82275.76 
69847.76 
34354.43 
35493.33 
700.00 
8283.73 
8744.50 
4772.13 
17012.39 
38812.75 
75006.08 
Analysissf Working 
1989 
(Rs. in Lakhs) 
1988 1987 1989 1988 1987 
Operatinfevenue 
GrossProfi t /(Loss) 
Depreciation 
Provisiorfor taxes 
NetPro f i t / (Loss) 
95874.20 91767.76 82090.96 
8237.7712126.05 10754.64 
4630.03 4565.61 4380.87 
2540.00 4550.00 2500.00 
1067.74 3010.44 3873.77 
Debt.Equityratio 
Currentratio 
Ret.on Investment 
Ret. on FixedAssets 
N.P.TotalAssetsX 
Net Profit-RevenOfe 
R'bles-Revenue-days 
Invent-Revenoe-days 
1.36 
3.47 
8.71 
29.67 
0.78 
1.11 
46 
23 
0.37 
2.06 
17.96 
31.20 
3.66 
3.28 
38 
19 
0.56 
2.53 
16.96 
28.50 
5.16 
4.72 
39 
21 
Ana lys ias f Working 
FUNDSPROVIDEBY 
( R s . i n Lakhs) 
1989 1988 FUNDSUSED FOR 
( R s . i n Lakhs) 
1989 1988 
InternaCeneration 
I n c . i n Borrowings 
I n c . i n Borrowings 
Dec. in non-cur.assets 
Sh. Capital 
5697.77 
1406.13 
45776.93 
-
242.50 
7576.05 
665.53 
-
1308.54 
-
Capi ta lExpendi ture 
Inc. in Investments 
Inc. in Workintfapital 
Inc. in non-cur assets 
1985.76 
242.50 
50455.40 
439.67 
3265.95 
235.00 
825.05 
5224.12 
53123.33 9550.12 53123.33 9550.12 
Source: Kothari's Industrial Directory of India. 
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Judged by the financial ratios of both Air India and 
Indian Airlines in different years some very interesting 
facts has come into the light. It is seen from the tables 
that almost all the financial ratios of both Air India and 
Indian Airlines show a very fluctuating trend in different 
years. Interesting is the thing that both Air India and 
Indian Airlines go in opposite direction in different years 
in its financial performance. For instance, in the year 
1986-87 as per the ratios indicating the financial 
performance of Indian Airlines is satisfactory in comparison 
to Air India. The ratio of Gross Margin to Capital Employed 
of Indian Airlines is 24.95% which increased to 26.82% in 
the year 1987-88 where as the ratio of Gross Margin to 
Capital Employed of Air India was dismally 11.76% in the 
year 1987-88 which again reduced to 8.41% only in the year 
1987-88. Similarly the ratio of Gross Profit to Capital 
Employed of Indian Airlines in the year 1986-87 is 14.47% 
which shoot up to 16.23% in the year 1987-88. But the ratio 
of Gross Profit to Capital Employed of Air India which is as 
low as 6.64% in 1986-87 again declined to 1.82% in 1987-88. 
Similarly the ratio of Gross Profit to Net Sales of Indian 
Airlines in the year 1986-87 is 11.42% but in the case of 
Air India it is only 9.95%. Moreover, Indian Airlines was 
able to at least maintain the same ratio in 1987-88 but Air 
India's percentage of ratio further declined to 2.42% in the 
same year. The percentage of ratio of Profit before tax to 
Net Worth of Indian Airlines in the year 1986-87 is 28.85% 
which got reduced to 21.48% in 1987-88. But worse is the 
nfi 
case with Air India. The ratio is already as low as to 
6.45% in 1986-87 which declined to record low level of 
-18.24% in 1987-88 which gives the impression of very bad 
performance by Air India in these two years. In terms of 
Net profit to Net worth ratio, Indian Airlines is doing 
better than Air India in these three years. The percentage 
of Net profit to Net worth of Indian Airlines in 1986-87 is 
12.67% and 8.55% respectively in the year 1986-87 and 1987-
88. But in the case of Air India it is only 6.45% and 
-18.24% in the same two years. However, interesting 
revelation of the tables is that the ratio of Research and 
Development Expenses to Gross Sales of both the Indian 
Airlines and Air India is the same not only in 1986-87 but 
in 1987-88 and 1988-89 too. The picture emerging from the 
above presentation is that as compared to the financial 
performance of Indian Airlines in the year 198 6-87 and 
1987-88 the performance of Air India is very poor. The 
Corporation is totally in red. But on the other hand 
Indian Airlines was doing very well in these two years. 
At last the table seems to get reversed in the following 
year 1988-89 in which Air India shows a sign of improvement 
and Indian Airlines a symptom of disease. The ratio of 
gross margin to capital employed of Indian Airlines got 
reduced to almost half of the last year's ratio and on the 
other hand ratio of Air India bounced upto 14.32% in 1988-89 
which has almost half of last year's ratio. It further 
moved to 17.36, 17.95 and 24.23 in the years 1990-91, 1991-
92, 1992-93 respectively. Similarly the ratio of gross 
profit to capital employed of Air India increased to 7.57% 
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in 1988-89 from 1.82% and 6.64% in the previous two years 
and the Indian Airlines ratio reduced to 5.64%. There has 
been sign of improvement in the ratio of gross profit to 
capital employed of Air India during the recent years. It 
rises to 10.01, 10.31 and 17.03 during the years 1990-91, 
1991-92, 1992-93. On the other hand Indian Airlines 
continues to show bad performance and the ratio of gross 
profit to capital employed shows declining trend. It goes 
down to -0.53, -0.45 and 3.59 in the years 1990-91, 1991-92 
and 1992-93. In this way the ratios of gross profit to Net 
sales, Net profit to Net worth, of Air India in the year 
1988-89, 1990-91, 1991-92 and 1992-93 increased to 12.69%, 
15.03% and 19.56%. Reversely, the ratio of Indian Airlines 
in 1988-89, 1990-91, 1991-92 and 1992-93 got reduced to 
6.58%, -0.94%, -0.78% and 6.47%. It may be stated that the 
analysis of different ratios of Air India and Indian 
Airlines in different years reveals different pictures of 
performance for both the Air India and Indian Airlines 
Corporations. The year 1986-87 and 1987-88 proved to be a 
boom year for Indian Airlines Corporation in which it 
performed impressibly and appreciatively well but the 
working of Air India was very, very poor and frustrating 
during the recent years. 
With the beginning of 1988-89 Air India began to show 
some sign of improvement and performed well and is still 
performing well and has recorded a very handsome net profit 
of Rs. 333 crores in 1992-93, but for Indian Airlines the 
last few years proved to be bad years and its performance 
has been declining during these years, and till now 
1 1R 
performing below expectations. It has been in red during 
last few years. And from the year 1992-93 it has shown a 
little sign of improvement. 
TABLE - 32 
Performance of Air India 
ApriI-December* Change over 
previous year 
1989-90 1990-91 1991-92* 1991-92 1992-93 1990-91 1991-92 1992-933 
1 2 3 4 5 6 7 8 9 
(percent) 
1 Revenue (Rs.crore) 1428.38 1747.96 2128.84 1486.28 1996.32 22.37 21.79 34.32 
2 Expenses(Rs.crore) 1357,49 1666.73 2012.13 1409.13 1717.29 22.78 20.72 21.87 
3 Net Surplus after 70.89 81.23 116.71 77.15 279.03 14.59 43.68 261.67 
tax (Rs.crore) 
4 Capacity available 2292 2260 2249 1462 1513 -1.40 -0.49 3.50 
(million tonne-kra) 
5 Capacity utilised 1441 1381 1493 849 874 -4.16 8.11 2.88 
(million tonne-km) 
6 Load factor(percent) 62.87 61.11 66.39 58.50 58.20 -2.81 8.64 -0.51 
*Provisional 
a April-December. 
Source: Economic surgery, Govt, of India, Ministry of Finance Economic division, 1992-93. 
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TABLE - 33 
Performance of Indian Airlines 
April-December* Change over 
previous year 
1989-90 1990-91 1991-92* 1991-92 1992-93 1990-91 1991-92 1992-933 
2 3 4 5 6 7 8 9 
1 Revenue (Rs.crore) 1125.15 1169 
2 Expenses(Rs.crore) 1140.19 1234 
3 Net Surplus after 15.24 -64.59 
tax (Rs.crore) 
4 Capacity available 1134 926.7 
(million tonne-km) 
5 Capacity utilised 826 699.2 
(million tonne-Icm) 
6 Load factor(percent) 72.84 75.45 69.84 70.72 71.05 3.5S 
•Provisional 
a April-December. 
Source: Economic survey, Govt, of India, Ministry of Finance Economic division, 1992-93. 
1457.85 
1685.97 
-198.65 
1089.77 
761.08 
1288.79 
1341.76 
-52.97 
904.33 
639.53 
1189.06 
1296.17 
-107.11 
779.64 
553.96 
3.90 
8.23 
-523.82 
-18.28 
f 
-15.35 
(per 
24.71 
36.63 
207.56 
17.60 
8.85 
Cent) 
-7.74 
-3.40 
102.21 
-13.79 
-13.33 
The table indicates that the net profit of Air India has 
gone up to Rs. 279.03 crore in April-December 1992 as 
against to Rs. 77.15 crore in the same period of the 
previous year. The load factor in April-December 1992 was 
58.2 percent compared to 58.5 percent in the same period of 
the previous year. Air India's load factor is still low as 
compared to Indian Airlines. Its share of internal traffic 
originating from India has come down from 42 percent in 
1981 to 35 percent in 1990-91. 
While making a comparison of the performance of Air 
India with Indian Airlines it may be revealed that the 
performance of Indian Airlines is dismal. No doubt the 
total revenue of Indian Airlines increased by 3.9 percent in 
1990-91 and 24.7 percent in 1991-92, but the expenses 
increased by 8.2 percent in 1990-91 and 36.6 percent in 
1991-92. The net loss tripled from Rs. 64.6 crore in 1990-
91 to Rs. 198.65 crore in 1991-92. The net loss at the end 
of April-December 1992 was Rs. 107.11 crore. Revenue was 
7.74 percent less than in the corresponding period of last 
year and the expenses incurred were lesser by 3.4 percent. 
However, the load factor had improved to 75.5 percent in 
1990-91 but it again declined to 69.8 percent in 1991-92. 
During the current year the Indian Airlines has also 
suffered from the unfriendly industrial relations. The 
Commercial Pilots Association, had resorted to industrial 
action to press its demand for higher salaries and 
perks. 
In the 41-odd years since Air Transport was 
nationalised, not a year has passed without either Air India 
or Indian Airlines facing action by one or other of their 
unions, sometimes with disruption of services resulting in 
strangled passengers and frayed tempers. Low intensity wars 
between unions and managements have continued in both 
airlines, slowly eroding morale and efficiency with 
predictable consequences to their standing in the 
international league table. The last five years have been 
particularly bad for Indian Airlines with pilots and 
engineers using their union muscle power to cripple the 
airline and forcing two managing directors to quit. Indian 
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Airlines is facing an additional external threat from the 
air taxi operators, lean, mean and spirited, which have 
grabbed over 20 percent of its market share and left it 
carrying a burden of accumulated losses of Rs. 600 crore. 
It does look that unions exercise ruthless power to gain 
benefits for their members, often at the cost of the 
enterprise and some of their demands are bizarre, to say the 
least. But it would also seem that both Air India and 
Indian Airlines management have been less than responsive to 
union complaints and have bargained away their right to 
manage by buying industrial peace time after time without an 
attempt at long-term solutions. This policy of Air India 
and Indian Airlines has put them on a slippery ground as far 
as the industrial relations in these Corporations are 
concerned. The need of the hour is to have a clear cut 
policy of labour relations so that these interruptions are 
avoided and there is smoother functioning of these duo 
Corporations. This is especially required at this juncture 
because the Airlines is beginning to face a degree of 
competition in the domestic Sector. 
CONCLUSION: 
It is clear from the Chapter that the Civil Aviation in 
India has experienced different phases of successes and 
failures. It has been seen that fiscal year 1987 was a 
difficult year for Air India when it suffered a loss of Rs. 
43.41 crores and the natural conclusion was that passengers 
were deserting Air India's poor servicing and flocking 
elsewhere. The national carrier was flying far below the 
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capacity but in the year 1988 it bounced back with a profit 
of Rs. 43.31 crore. Air India has registered a provisional 
net profit of over Rs. 300 crores during the financial year 
1992-93, an increase of more than 100 percent over the 
profit of Rs. 145.89 crores achieved in the preceding year. 
The profit is the highest ever registered by the Airline 
since its existence. 
It has also been seen that the performance of Air India 
would have been better but for multifarious problems that 
gripped the Airlines during December-March 1993, the fall in 
tourist traffic due to the Ayodhya episode, the Indian 
Airlines pilot Strikes, riots and bomb blast in Bombay and 
the agitation by the Air India's flight engineers. It has 
been noted that the combined net profits for 1991-92 and 
1992-93 have more or less now equalled the cumulative net 
profits made by the Airlines since 1953, when Air India was 
nationalised. With these profits, Air India's net worth has 
crossed the Rs. 1,000 crore mark out of which equity capital 
contributes only Rs. 79 crores. 
But reverse is the case with Indian Airlines. It has 
been revealed that the revenue of Indian Airlines was Rs. 
6.93 crores in the first full year of its operation which 
has increased to Rs. 1169 crores in 1990-91. Regarding its 
profitability, till 1973-74 the Airline passed through 
phases of profits as well as losses. There have been 
continuous profits from 1974-75 except for 1979-80. With 
the profitability gradually increasing till the year 1988-
89, Indian Airlines has been making losses since 1989-90. 
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These losses are mainly attributable to suspension of A 320 
services effective from February 1990 and very unfriendly 
industrial relations. The gradual reinduction of A 320 
fleet during 1991-92, delay in fare increase, and revision 
in exchange rate has led to substantial losses during 1991-
92. The discussions in this chapter further comes out with 
the conclusion that 30% of Indian Airline's routes are 
economically unviable. Aircraft utilisation, now 7 hours a 
day, is much lower than that of other Airlines, pilots fly a 
mere 48 hours a month, employee productivity is very low 
and Indian Airlines lost Rs. 1 crore of revenue every day 
during the pilots' strike and hence to survive Indian 
Airlines has to:— increase fares, improve Air Craft 
utilisation, increase the flying time of its pilots and fly 
international routes too. 
Resources needed by Air India and Indian Airlines are 
met from external sources in the form of share capital and 
loans form Central Government. In addition to these 
internal resources generated by Air India and Indian 
Airlines from their retained profits and provisions like 
depreciation and write off of deferred revenue expenditure 
are also helpful in strengthening its resources as they 
provide easy and ready finance for expansion and 
diversification of activities of the Corporations. 
Being the statutory Corporations both the Air India and 
Indian Airlines are accountable to the Parliament. The 
Corporations have to furnish the information covering all 
the aspects to the Parliament in the fom of their annual 
reports. These reports endorse our view and findings that 
the lack of industrial peace in these Corporations has led 
to their dismal performance. Added to this, there were some 
other financial and non-financial problems which have put 
these Corporations on a bad path of retardation, slow 
progress and uneven growth. This can be proved by taking 
the example of Indian Airlines where on Delhi-Agra route 
Indian Airlines earns around Rs. 26,000 for a 40 minute 
flight, at a high passenger load factor (PLF-the actual 
passengers carried as a percentage of total capacity 
available) of 80%. That is not enough to even cover the 
fuel bill of around Rs. 33,000 not to mention expenses like 
catering, landing charges and cost of crew. On the question 
of modernisation programme, also. Though there is scheme to 
induct about 12 new Aircraft. The Key question is: how will 
we service the capital unless we increase the tariffs or 
fly abroad. Giving complexion to this programme is the 
decision by Ahmedabad court prohibiting the carrier from 
increasing its fare without getting a clearance from the 
court. Another aspect of dismal performance states 
productivity. It was disclosed that Indian Airlines pilots 
fly a mere 48 hours a month, compared with the high of 85 
hours put in by pilots at Citylink and other Airlines. In 
order to improve its dismal Air Craft utilisation record, 
the Indian Airlines management is offering pilots a "fly 
more, earn more" scheme. Under the package, pilots are 
being offered a 25% salary raise if they increase their 
flying hours from 48 to 58 a month. That, Indian Airlines 
officials say, will help the Airlines to operate at least 
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three more Air Craft on the flight services every day. And 
it would help the carrier to earn Rs. 50 crore extra every 
year. 
This will also cover the future plan for Air India. By 
acquiring the delivery of the first B 747-400s out of the 
four, Air India has joined the select club of international 
Airlines. Air India plans to add three more B 747-400s to 
its fleet. It has also framed a 10 year fleet renewal with 
a budgeted investment of Rs. 24,000 crores at current 
prices. This will bring about a distinct and progressive 
change in the work culture of the Corporation, 
accomplishment of all goals within time bound limit, 
ensuring that nothing comes in the way in getting the best, 
be it personnel or equipment or finance. Added to this will 
be the functioning of the Corporation as if it is a private 
Corporation with all its ethos for better labour-management 
relations and an improved work culture. 
To put all the conclusion in a nutshell, both the Air 
Corporations have had the experiences of both failures and 
successes and the Corporations are again bouncing up and 
have a great future in the years ahead. 
After having discussed all these details about the 
comparative performance of these Corporations in the final 
chapter, main conclusions and findings of the study will be 
depicted. 
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CHAPTER 
Conclusions 
and 
Findings 
CHAPTER-5 
CONCLUSIONS AND FINDINGS 
The preceding chapters have covered the different 
aspects of the study. Apart from the critical examination 
of reports and recommendations of different committees and 
policy of government vis-a-vis civil Air transport, the 
genesis of the growth of Air transport in India and its 
socio-economic impact has also been analysed. The focus of 
the discussion has also been directed towards the 
problematic areas of the two Corporations and considerable 
attention has been given in critically reviewing the 
existing literature. Endeavour has also been made towards 
an analytical study of the growth of civil aviation during 
plan periods. Moreover, sufficient attention has been 
devoted towards the study of the various problems 
confronting the organisational structure of the two 
Corporations. Efforts here also been made for comparative 
evaluation of the performance of Air India and Indian 
Airlines Corporations. It has been noted that in the 40-odd 
years since air transport was nationalised, headlines like 
"Pilots threaten strike", "Engineers refused overtime, begin 
go slow" or "Chaos at airports" have been a familiar sight. 
Not a year has passed without either Air India or Indian 
Airlines facing action by one or other of their unions, 
sometimes with disruption of services resulting in stranded 
passengers and frayed tempers. Low intensity wars between 
unions and managements have continued in both airlines, 
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slowly eroding morale and efficiency with predictable 
consequences to their standing in the international league 
table. Singapore Airlines, Cathay Pacific and even Thai 
Airways, once on lower rungs than Air India, have climbed 
higher. The purpose of this chapter is to synthesize the 
various aspects of study which have been made in the 
foregoing chapters so as to provide an integrated view of 
the findings and conclusions of the study. 
As has been discussed in earlier chapters the Air 
transport bears a close and complex relationship with all 
other sectors of the economy and acts as the prime mover of 
the development process. Socio-economic planning engenders 
structural changes in the economy, widely influencing rhe 
pattern of movement of people and goods and, hence, the 
nature and quantum of demand for transportation. Air 
transport planning has, therefore, to be integrated with 
overall developmental plans. As we have seen that India is 
favourably located for the development of air transport both 
internal and international. In the domestic field with its 
vast distances and good flying conditions during the major 
part of the year, there is great scope for this mode of 
transport in India. Almost all the important 
administrative, industrial and commercial centres of the 
country are, at present, connected by air. In international 
field too, India occupies geographically an important 
position in the air routes between the East and the West. 
Civil Aviation came into existence in 1911 in India, 
but the real progress started only from 1920. It was during 
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the World War II and in the post war years that air 
transport made considerable progress. In 1950, the air 
transport enquiry committee known as the Rajadhyakha 
Committee was appointed. The committee after detailed study 
recommended the integration of all existing companies to 
avoid stiff competition and secure an efficient zonal 
distribution of work. Since the companies did not 
voluntarily integrate, the government had to nationalise 
civil aviation in India. In 1953, the Parliament passed the 
Air Transport Corporation Act, under which the Indian 
Airlines Corporation was assigned the responsibility of 
operating internal services and Air India International was 
empowered to run external services. 
It is worth noting here that though air transport in 
India has contributed quite significantly to the growth of 
national economy but it appears that there remains much to 
be desired. The present inquiry which is principally based 
on the original sources and official records of Air India 
and Indian Airlines is an endeavour to screen the 
performance of Air India and Indian Airlines fron the angel 
of operational efficiency, financial soundness and physical 
performance etc. Some of the principal findings of the 
study are given in the pages that follows :-
It does look from the study that after nationalisation 
very few steps have been taken to restructure the 
organisation on commercial lines, as a consequence neither 
the efficiency has improved nor the aviation adninistrarion 
has succeeded in effecting economy desired in Nationalized 
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Corporations like Air India and Indian Airlines. One 
important finding of this study is with regard to the 
industrial relations and work-culture within the two Air 
Corporations. As we all know that for an organisation to be 
successful, efficient utilisation of human resource is a 
must as on this source depends the productivity of its 
costly assets. The two Air Corporations have done a good 
job of the work position classification and job analysis. 
The recruitment and selection procedure of the crew and 
other technical and non-technical staff is strictly merit 
based and the training programmes are fairly rigorous and 
effective. Similarly, the two Corporations have given a 
very good account of themselves as regards to their 
employees in terms of pay, perks and other benefits. On the 
contrary, the employees especially the pilots and technical 
staffs have not responded to these benefits favourably. 
This has led to the situation where time and again the staff 
of both the Corporations resorted to agitational approach 
for the fulfillment of their demands which forced lock-outs 
and strikes many a time in both the Corporations, since 
there nationalisation. There seems to be a usual happening 
habit of labour problem cropping up as soon as the Air 
Indias' and Indian Airlines' positive image building 
exercises pick up. The recent technicians strike bears 
testimony to this fact. Operations of Indian Airlines were 
disrupted in 1992-93 owing to the 46 day strike by pilots, 
which started on December 10, 1992. During this period, 
Indian Airlines offered about 25-30% of the normal services 
and suffered a cash loss of Rs. 46.60 crores. The strike 
130 
was called off on January 24, 1993. The aftermath of the 
strike was that majority of the pilots lost their flight 
ratings as they did not fly for a long period during the 
strike. A deep probe has revealed that sound labour 
management relations have defied a solution all these years, 
because of the complexity of various issues involved. 
Absence of sound leadership multiplicity of trade unions, 
interference of political parties to gain partisan ends, 
which generally encourage litigation and managerial 
incapabilities all these have contributed to the present 
state of industrial relations in the two Corporations. 
Another important fact which emerged from the study is 
that our cost of fuel is much higher in comparison to fuel 
cost of other countrys' airlines. It is observed rhat 
aviation fuel picked up from India costs 3 0% more than 
abroad. And since 45% of Air Indias' fuel is bought in 
India, it runs a much larger handicap than other airlines, 
the higher cost translate into a total higher bill of about: 
Rs. 100 crore a year-for Air India alone and not to speak of 
Indian Airlines which bought almost entire fuel in India, 
Furthermore, the two Corporations import all the air craft 
and equipment from abroad, hence the combined costs of fuel 
consumption and import of aircraft and equipment puts a 
great strain on country's foreign exchange resources. 
One key reason which the study has noted about the -ess 
in Indian Airlines is that as much as 30% of the routes it 
plies is unviable. The introduction of numerous short-
distance flights are not only non-remunerative but they also 
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do not help in substantial savings in journey time. For 
example, on the Delhi-Agra route, Indian Airlines earns 
around Rs. 26,000 for a 40 minute flight, at a high 
passenger load factor of 80%. That is not enough to even 
cover the fuel bill of around Rs. 33,000-not to mention 
expenses like catering, landing charges and cost of crew. 
And to add fuel to the fire is the ruin and exploitation of 
air transport at the hands of ministers and MPs. It is 
observed that every Civil Aviation Minister starts his 
tenure by linking New Delhi with his constituency without 
pondering a while over the viability of that route and 
flights. The irony of the situation is sheer hypocracy at 
the hands of Ministers when they declare that they would 
not allow the domestic carrier to spread out to new areas 
and that it should concentrate instead of improving its 
existing services, but at the very first opportunity they 
direct Indian Airlines to start its services to their 
constituencies linking with New Delhi without taking into 
account the economic viability of that particular route. 
For the sake of the survival of Indian Airlines, this 
practice needs to be stopped. Another example of whimsical 
and unmindful decision was an African Safari. Interestingly 
70 odd MPs cutting across the party lines were picked up for 
jamboree to south Africa on the occasion of the inaugural of 
Air India flight to the hitherto forbidden land, all in the 
name of getting acquainted with the work of the Ministry and 
to get a chance to familiarise themselves with Air Indias' 
destination and its new business. But the real motive was 
the free joy ride at the cost of Air India Corporation, but 
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thanks to the Maharashtra earthquake, Air India saved about 
40 lakhs with the cancellation of this adventurous joy ride. 
Similarly Aviation sector is infamous for its extravaganza 
instead of putting more money in its expansion programme it 
spends huge amount on the occasion like the introduction of 
winter schedule etc. It is not the cost of fanfare, which 
can not be inconsequential given the wining and dining that 
mark such occasions, that one demurs but the sheer 
irrelevance of making an event of what is probably a routine 
affair. 
With regards to tourism. Civil Aviation Administration 
has done a remarkable job in terns of carrying heavier 
passenger loads to and from India. It earned the much 
needed foreign exchange and has endeavoured to project the 
image of our national heritage in remote corners of the 
world. It has carried larger number of foreign passengers 
to the far off places of the country and has thereby 
contributed to the development of several ancillary 
industries, allied to tourism. Air India got a place in 
Guinnes Book of World Record by evacuating a record number 
of passengers during the Gulf war. The study further 
reveals that the ratio of foreign exchange earning of Indian 
Airlines is much low in comparison to Air India. The 
foreign exchange generation of Indian Airlines is even not 
sufficient for the purchase of air craft, spare parts and 
fuel. One distressing point which the study has come to our 
notice in this study is that though both the Civil Aviation 
and Tourism work under the same Ministry, there does not 
seem to be a good coordination between aviation 
administration and tourist authorities. As a result 
thousand and thousand of tourist overfly India every year 
because of this lacuna. The Civil Aviation in India has 
done little to cater to the needs of that average middle 
class foreign tourist, who forms the back-bone of tourist 
industry in countries like Singapore and Spain. Long range 
planning in terms of efficiency and economy seem to have 
been neglected and country's interest have suffered because 
the aviation administration has not cared to gear itself up 
to aviation-cum-tourism development programmes. 
Yet another significant finding of the study is with 
regard to problem of safety and dismal conditions of 
aerodromes in India. Non-adherence to laid down norms and 
procedures, lack of training and experience by pilots 
assuming control of different version of aircraft after only 
minimum flying of 250-500 hours and indiscipline are some of 
the key causes for accidents in India. It may not be out of 
place to note that "India and Colombia are two of the most 
dangerous places in the world to fly". Similarly our 
accident rate is 10 times higher than the worlds' average. 
In the light of the above records, the natural conclusion is 
that our safety record is very abysmal and our air 
worthiness is suspicious, under the circumstances, it is not 
attractive for the passengers to try their journeys through 
Air India and Indian Airlines. To put it differently, it 
may safely be said that safety will be the clincher on who 
will manage to stay airborne in India's airlines industry. 
Other area that needs immediate action is the modernisation 
of airports. We are moving towards 21st century and with 
that in the era of science and technology in which 
modernisation and replacement of old air craft with the new 
one is the name of the game, and nobody would question the 
replacement of old fuel-guzzling aircraft with fuel 
efficient one. But one may air a word of caution that 
getting new planes is one thing while getting the best out 
of them is quite another. The crucial point is whether the 
latter is feasible given the woeful inadequacies of our 
airports. Our four international airports have been put in 
the "high risk" and are no match to their counter-parts 
abroad. Hardly 25 of the 89 airports in Indian Airlines 
network can offer anything close to the prescribed safety 
standards. The remaining ones are out of bounds for the 
present generation of air craft, not to mention the "Queen 
of the Skies", and sophisticated one we have started 
acquiring. This lacuna is largely man-made. Airport 
development has suffered not solely for paucity of funds but 
because allocations have either been misused or badly 
invested. There are duplicacy of agencies involved in the 
running of air transport, often willfully working at cross 
purposes. The resultant lack of coordination is at the root 
of the present chaos in our airports. 
A special affliction seems to have gripped the Air 
India and Indian Airlines Corporations. There seems to be 
the rule of adhocism and most of the time the two 
Corporations remain rudderless and headless. Similarly 
political interference is a general phenomena in India but 
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in the case of Aviation sector it looks to be very strong 
and special. It is so deep rooted that the very existence of 
the airlines are at stake. Almost all the decisions 
including the fixation of fares and roots are taken by the 
Minister and most of the time the two Corporations remain 
headless because of the political meddling. Furthermore, 
with the imposition of the burden of the new defunct 
Vayudoot thrust on the Indian Airlines Corporation, the 
financial health of lAC is in danger. There seems to be 
urgent need of improvement in service and punctuality, 
modernisation of fleets and change in attitude and work 
culture. But Air-corporations have failed on this count 
simply because of the political interference. It has been 
seen that both Air India and Indian Airlines are a mere 
appendage of the Civil Aviation ministry which takes all the 
decisions for them. The continuing delay in clearing the 
Air India's proposal to buy four Boeing 747-400s submitted 
months ago is just an example of the kind of consequences 
which follow from this. At the last good sense prevailed 
and the first Boeing 747-400s out of the four has joined the 
Air India fleet. Indian Airlines has to put up with much 
worse situation. The circumstances in which the A-320s were 
grounded and are now being reinducted is an example in 
itself. In such a abysmal conditions one can hardly hope 
any attitudinal change when the manage-ent are kept on such 
tight rope. The study also points our that sometimes, the 
persons having no expertise in the management of transport 
system, were made chairmen of the Corporations. And it is 
anybody's guess as to what could be the efficiency of such 
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persons. Now it is abundantly clear that the two aviation 
Corporations of India, which are supposed to be autonomous, 
self governing and administratively viable units in their 
internal working are not enjoying that much internal freedom 
as they appear to be to the casual observer. In their 
routine operations they are only working as subordinate 
agencies and are also handicapped in seeking clearance even 
on small procedural matters. The inquiry significantly 
observed that as nationalised Corporations they have by and 
large operated as subordinate offices of the Union 
Government. Yet another shocking finding of the present 
study is that unreliable flights, terrible customer service, 
and belligerent unions had shattered Air Indias' and Indian 
Airlines' lofty image, turning it into a down market. The 
chief reason attributable to this state of affairs is that 
the employees of the two Corporations are working aimlessly. 
No employee of the two corporations has familiarity with the 
corporate mission, their objectives, and their plan of 
action. 
Another significant observation of the present study is 
the deplorable and inordinate delay in laying annual reports 
and auditors accounts of Air India and Indian Airlines on 
the table of Parliament. Sometimes, even after several 
reminders the furnishing of the reply on the recommendations 
of Parliament Committee takes four to five years. This 
obviously reflects that the ministry pays scant attention to 
the committees' direction requiring certain information 
within the specified period which is a dangerous signal for 
the two Corporations. 
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When the Ministry of Civil Aviation was created in the 
early 60s, its responsibility was to lay down and overall 
policy for the coordinated development of Civil Aviation, 
including an effective regulatory system, airports and other 
infrastructure. The two airlines were to be left alone to 
manage their affairs as autonomous Corporations. In 
practice, however, things began to develop along different 
lines. As long as Mr. J.R.D. Tata remained chairman. Air 
India escaped the heavy hand of the government. No Minister 
of Civil Aviation dared to ask Mr. Tata to make trips to 
Delhi to explain his policies, he run the airline more or 
less like a private enterprise. And Air India became a 
model public enterprise. 
Indian Airlines, on the other hand, located as it is 
within shouting distance of the Minister, found itself 
losing control over its affairs right from the start. It 
never had a chairman to match the stature and prestige of 
Mr, Tata. Once Mr. Tata was removed in 1978, Air India fell 
into the net. The power to appoint chairman and managing 
directors (now even directors) is a powerful tool in the 
hands of the Ministry. The Minister became the super 
chaiman, all but in name. He spoke like one, without 
having to necessarily acknowledge his role. 
Now the guestions are: Are the unions too strong and 
therefore to be blamed for the present imbroglio? Can 
successive managements absolve themselves of the 
responsibility? Or is it the system, the overall philosophy 
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of the lack of it, of how to manage public sector that is 
the root cause of the present ills of Civil Aviation in this 
country. 
TABLE - % 
Coiparative Profi tsbi l i ty of Air India Corporation and Indian Airlines Corporation 
(Rs. in lakhs) 
Name Capital Net NP/CE InterestTax Gross X GP to DepreciatiorGross % GM to 
enployed profit (X) provisionprofit CE andDRE margin CE 
AIR INDIA: 
1991-92 261629 K589 5.58 12479 0 27068 10.3 20040 47108 18.0 
1992-93 256551 33314 12.99 10361 10 43691 17.0 18463 62154 24.2 
INDIAHAIRLINES: 
1991-92 238786 -19885 -8.33 18795 20 -1070 -0.4 17990 16920 7.1 
1992-93 257228 -19516 -7.59 18158 5 -1333 -0.5 19785 18132 7.0 
Sourcei'uDl ic EnterpriseSurvey,Volun)e-I pepartmencf Publ ic fn teror isesf j in is t ry i f Industry/^. Delhi , 
p.S-27. 
After critically examining and analysing a considerable 
amounr of data available on Civil Aviation sector in India 
and probing some of the problemaric areas of the two 
corporations, the present study extends some solid 
suggestions for improvement in the standards of efficiency 
and economy in Air transport sector in India. Majority of 
the suggestion came from a through analysis of the data 
collected for the study. Some of them projects the 
established opinion of knowledgeable persons holding 
responsible positions in the aviation sector whom the 
present investigator had the opportunity to interview and 
discuss some of the very important areas of Air transport 
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during the course of this research. The following 
suggestions may be recommended for the overall improvement 
of organisation and working of Air India and Indian Airlines 
Corporations. 
To begin with a common goal, a common resolve to solve 
problems, a common commitment and a new sense of direction 
are absolutely necessary if we are to satisfy our customers 
in the organisation, and our consumers who fly with us, in a 
manner superior to the ability of others to do so. It is 
rightly said that employees in an organisation is like a 
chain and the strength of a chain is equal to its weakest 
link. While individually an employee may be good, they have 
to perform as members of a team. 
In order to bring efficiency in the organisation of Air 
India and Indian Airlines, there is need of revamping them 
on commercial line, simultaneously administrative planning 
of aviation administration must be coordinated at each 
level. The 21st century will bring in a concept of very 
complex system of organisational management. The scenario 
projection of both Air India and Indian Airlines indicates 
big increase in every field of the organisations' operation. 
The fleet size, volume of traffic, level of monetary 
parameters, hugeness of infrastructure, manpower etc. are 
expected to be of such a magnitude where the means to manage 
would have to be developed in resonance, both in quantity 
and quality. The study fore-see very rapid and far 
reaching changes in the eco-political environment in the 
twenty first century. So some of the suggestions of the 
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study are that both Indian Airlines and Air India should 
have to be organisationally adoptive and both the 
organisation and management should gear itself up for the 
cut-throat competition in the years ahead. Moreover, 
managerial effectiveness would have to be enhanced to handle 
the capacity, hugeness, and diversity in technological and 
managerial skills in the organisation. Requisite changes 
in managerial cadre structure, compensation policies, thrust 
towards managerial and technological professionalism, 
objective oriented training programmes are some of the 
aspects which need to be emphasised for development of their 
managerial quality. Project organisation needs to be 
strengthened for continuous execution and monitoring of 
infrastructure development in tune with fleet plan. 
Appropriate organisational level has to be determined and 
invested with necessary authority and skills to enable 
project execution without time/cost over run. Likewise, for 
enhanced operational efficiency, a wider distribution of 
delegated authority for decision making will be necessary, 
especially due to major expansions in the organisation. 
Decentralization in terms of authority accompanied by 
accountability will need to be emphasised upon for various 
levels in the organisation to achieve better results in 
line-oriented decision making activities. For the proper 
management of the large expansion of the organisation of 
both Indian Airlines and Air India as anticipated in the 
future, a two directional approach need to be adopted. 
Another important suggestion of the study is with 
regard to the industrial relations within the two 
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corporations. While the two corporations are noted for 
their progressive personnel policies and have done a 
relatively good job of recruitment and retention of the best 
personnel available. But recent few years have witnessed 
very volatile industrial relations in the two Corporations. 
Therefore, the study suggests that the personnel policies of 
the two Corporations should be directed towards building up 
harmonious relationship and healthy environment which aimed 
towards efficient functioning at all levels. The major 
policies related to recruitment, promotion and staff welfare 
and certain crucial aspects of the policies shall be 
formulated for consistent long term implementation and 
should not go for short term benefits only. To ensure 
discipline, dedication and achievement, the following steps 
need to be taken: - Discipline must be improved/maintained 
by laying down desired norms of behaviour. And any 
deviation from the established norms must be checked and 
there must be systematic and sustained efforts to deal with 
deviations. There must be emphasis on rationalisation of 
work practices to enhance utilisation of resources through 
work participation (Quality Circle). There is also a very 
urgent need of a move towards a more commercial style of 
functioning by simplifying rules and procedures and bringing 
in attitudinal change among the employees emphasizing 
results rather than procedures. As we have noted in our 
study that tendency of deserting Air India and Indian 
Airlines by the pilots is on the rise. Indian Airlines 
alone lost about 60 out of its 205 pilots in the last one 
year. With the induction of new fleet the airlines faces 
the terrible prospect of not having enough pilots to fly 
them. For the survival of the Corporation this tendency 
immediately need to be checked. The technical personnel and 
specially the crew of the two Air Corporations may not be 
allowed to leave the ranks of Indian Airlines Corporation 
and Air India Corporation through signing specific service 
contracts for long periods, during which the flight of 
talent may be banned. A strange problem which the two 
Corporations face is poor labour and management relations 
which obstruct many a expansion and developmental 
programmes. The structure of linking productivity with 
wages and simultaneously linking wages structure with price 
rise and inflation in national economy may go a long way in 
reducing labour, management tension. 
In addition to the above, the bringing about a distinct 
and progressive change in the work culture of the 
corporations, working towards all goals in a time bound 
frame, ensuring that nothing comes in the way in getting the 
best, be it personnel or equipment and ushering in a 
dominant private sector ethos in the corporations by making 
every employee feel part and partial of the airline and work 
towards its overall betterment is essential. 
As Air transport is a comparatively energy intensive 
mode of transport, and India being an importer of oil, cost 
of fuel of both Air India and Indian Airlines put a great 
constraints on the national economy and become a major issue 
of concern because aviation fuel picked up from India costs 
3 0% more than abroad. One of the suggestions for fuel 
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efficiency is the induction of fuel efficient aircraft. In 
addition to replacement of old fuel-guzzling aircraft with 
fuel efficient one there are other measures through which 
fuel efficiency can be improved like:-
(i) Flight operating procedures 
Optimisation of flight levels. 
Optimisation of climb, cruise and descent procedures. 
Flight plan computerisation. 
Revision of instrument Approach procedures. 
Straightening of pre-determined routes to achieve 
reduction in flying time and air distances. 
(ii) Maintenance procedures 
Aerodynamic cleaning. 
Compressor blade cleanliness. 
Instrumentation calibration. 
Engine/Aircraft performance monitoring. 
(iii)Ground procedures 
Reduction in ground running of engines, 
Use of ground power units instead of APUS. 
The concept of GNSS may save huge cost of fuel. A 
Global Navigational satellite system (GNSS) is being 
introduced world wide by utilising the formerly USSR - ouTied 
Global orbiting Navigational satellite system (GLONASS) and 
the US Owned Global Positioning system (GPS). This 
satellite system has immense financial implications. For 
example, just by being pre-warned about the weather along 
its route, an aircraft can cut down its fuel costs. It can 
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avoid a turbulent part of its journey, navigate through air 
currents more suitable for flying conditions, or even depart 
from its normal route and take a short cut after checking 
out the absence of aircraft in that particular air 
corridors. All this would save precious air-time and 
aviation fuel. It actually works: united Airlines of the US 
saves 1,00,000 (Rs. 31.9 lakhs) per annum because its 17 
Boeing 747-400s use satellite communication technology. The 
introduction of this system in India will help immensely in 
reducing the cost of fuel. 
Moreover realisation of fore structure needs to be 
undertaken particularly on short haul routes to make it cost 
oriented. It is advisable to adopt the long run marginal 
cost principle of pricing for domestic air services. 
Subsidisation of air services in regions other than the 
north east and inaccessible area is not desirable. In the 
same way improvement in productivity of air craft by 
improving maintenance schedules so as to reduce aircraft 
down time to the minimum and improving the turn around time 
at the aerodromes is necessary. Similarly the two Air 
Corporations can bring a sizable economy in their 
administrative field operations by continuously reviewing 
the methods of cost accounting and rigorously linking the 
cost with the results. There is need of integrating 
productivity objectives of the two Corporations with 
performance objectives and organisational goals. Making 
productivity efforts systematic and more effective appears 
an imperative need in the wake of the present global 
shortages of resources of all types. It is timely that Air 
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Corporations introspects and audit total efforts on 
productivity and evaluate the outcome with a view to 
identifying the factors impeding productivity improvement 
and take suitable corrective actions. Like other outputs, 
productivity performance also needs to be managed i.e., 
planned, controlled and appraised. 
A new concept of technological advancement has been 
revolutionising the Civil Aviation sector all over the 
world. So the time has come that government in general and 
civil ministry in particular must restrict itself in taking 
uneconomic populist decisions at the cost of the two air 
Corporations. Otherwise, these populist measures will send 
the airline in red. Already the airline is over stretched 
with no corresponding improvements in consumer satisfaction 
or revenue. Over two-thirds of the airlines's routes are 
said to be highly uneconomic. Adding to them will have 
disastrous consequences particularly when the airline is 
finding it difficult to remain airborne. 
As has been pointed out both the Air Corporations earn 
foreign exchange which is very vital for the Corporations as 
well as for the nation. But the ration of foreign exchange 
earning of Indian Airlines is much low and it even does not 
cover the cost of fuel and import of air craft and 
equipment. A beginning has been made by starting some 
international operations on select routes and as Indian 
Airlines already operates in the regional market with 
services to neighbouring countries. Concentration on the 
existing higher diversity routes and the development of an 
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enhanced marketing capability would enable Indian Airlines 
to retain and further improve its status vis-a-vis 
competitive carriers in these markets. As India enjoy vast 
international air traffic potential so without envisaging 
any detriment to Air India, Indian Airlines should consider 
operations to more regional international destinations. The 
development of the international sub-system should aim at 
increasing market share of Indian Airlines which will 
enhance the foreign exchange earnings of Indian Airlines and 
minimise the drain of foreign exchange caused by 
repatriation of sale proceeds by foreign airlines. The 
world scenario is changing, tourism is coming up as a highly 
potential industry of the future. In this changing 
situation the need of cooperation and coordination between 
the civil aviation authorities and tourism authorities is as 
strong as never before. This coordination is essential for 
increasing the traffic of both the Air Corporations and with 
that the much needed foreign exchange. Moreover, 
coordination between Air India and Indian Airlines through 
the concept of "Hubs and spokes", will go a long way in 
capturing the international traffics which ultimately will 
increase the volume of tourism in India as well as the 
foreign exchange. As we all know that a seat not sold is 
lost forever and in this cut throat competitive aviation 
market only those airlines which pick up and deliver 
customers to their final destinations will survive. For 
example, if some one in Salem (Tamil Nadu) wants to travel 
Salem (Oregon, US) any international airline can fly him 
from Bombay to New York. But only domestic airlines can fly 
him out from Salem (Tamil Nadu) to Bombay, and from New York 
to Salem (US). So, international airlines operating in 
tandem with domestic airlines have an unbeatable USP with 
which to hook passengers. That is why there is need that 
Air India should use the metro as the "hubs" or collection 
centre, of its network. Feeding them from all over the 
country will be Indian Airlines domestic network, or the 
spokes. Another advantage of this system is that the hub 
and spoke network may prove entry barrier, which may force 
other foreign airlines to strike alliances with Air India if 
they want to offer the same facilities to their customers. 
And this will allow Air India to deliver and pick up 
passengers, through its partners' hubs and spokes, from 
cities abroad which it will not be able to fly directly. 
Safety and security is very important aspect of civil 
aviation industry all over the world. Any compromise on 
this count will not be good for the health of this industry. 
Our discussion has conclusively pointed out that safety 
record of our two Air Corporations are not convincing. As 
for as flying is concerned the reputation of Air India and 
Indian Air lines have suffered and will continue to suffer 
unless the government breaks all barriers of trade unionism 
in the affluent community of pilots and rigidly apply 
training norms and procedures. As a first step there is a 
need of rigorous training of all the employees in general 
and the pilots and technical staff in particular. Any 
compromise on this count will push the airlines in gutter. 
Another important suggestion is the replacement of old and 
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dying aircrafts with the new one with more provision of 
safety and with that connected the modernisation of 
airports. We have seen that airports development has 
suffered not entirely for the want of funds but mainly 
because the allocations have either been misused or badly 
invested. There is duplicacy of agencies willfully working 
at cross-purposes. As a consequence lack of coordination is 
at the root of the present mess in our airports. For the 
safety sake there is urgent need of either modernising or 
scrapping off of these airports. New ones should be built 
up. Either way, it calls for a reorganisation of the 
agencies involved. To begin with, the International 
Airports' Authority of India and the National Airports' 
authority of India must be merged so that their expertise 
and resources can be utilised most effectively. As a second 
step, there must be planned development of airports on 
their potential for traffic and revenue generation. As for 
the massive investment indeed, besides budgetary and plan 
allocations, users, including passengers, must be made to 
contribute through airport tax as is done in many advanced 
countries. In this regard the help of NRIs' can also be 
taken and certain state governments have already started 
collecting funds from NRIs' for the purpose of airport, 
modernisation. Other step of improving safety would be the 
introduction of FANs' the new air management system, which 
will make flying safer, faster and more cost effective. 
For, FANs' is a satellite-based system for effective 
communications and navigations, as well as the constant 
monitoring of the high ways of the air. It is not entirely 
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pie-in-the-sky stuff either, since India is a member 
country of the ICO, an ambitious Rs. 1,000 crore plan to 
modernise the country's aviation system has already been 
drawn up - with FANs as the model. The most unique aspect 
of this satellite based FANs system is that it makes air 
travel much safer. Thanks to the system, the chances of 
collision are reduced to a bare minimum. About hijacking 
and other threats nothing special can be done except that 
the security should be beefed up and special protection 
force must be organised and be posted at all airports big or 
small. One unique hazard of safety in Indian aerodromes is 
the flying of birds and cow and bull grazing near the run 
ways of the airports. Several accidents have taken place 
because of this small but serious negligence on the part of 
Indian aviation administration. The aviation administration 
must take this danger to safety very seriously and special 
steps need to be taken to eliminate or minimise these 
hazards. The study reveals that much of the awe of Air 
India and Indian Airlines is related with the political 
meddling in its affairs. Both Air India and Indian Airlines 
is in bad shape because it lacks team leader. Seldom has 
there been full time chairman and Managing Director in both 
the Corporations, which demoralises the employees of the 
Corporations. This practice of adhocism and gross political 
interference in the internal working of the two Corporations 
must go immediately. There is need of strengthening the 
post of chairman of the two Corporations and the incumbents 
on the posts of chairman of the two Corporations should not 
be changed too often to maintain continuity and effectivity 
in aviation management. Similarly for the effectiveness of 
the management both the Corporation should be given free 
hand in their day to day workings. 
One of the most serious flaw of the two Corporations 
which came into light through this study is that the 
employees of the two Corporations are demotivated and 
demolarised. They are ignorant about the plans, missions 
and objectives of the Corporation, which is an indication of 
the communication gap between the top executives and the 
employees. The study suggests the immediate restoration of 
transmission of the views of the top executives for Air 
India and Indian Airlines to every body in the airline. 
From this would flow the organisations' new goals, the steps 
to attain them and the new methods to be used. Another 
measure will be the improvement in the quality of the 
services Air India and Indian Airlines provided to their 
customers, and market them aggressively. Only this would 
bring back passengers to Air India and Indian Airlines, and 
will increase their profits in the short run. Similarly 
motivation of Air Indias' and Indian Airlines' managers and 
boosting of their confidence is necessary to help then 
overcome the present crisis. And the only way to do this is 
through the personal interaction of the top executives with 
each of the employee, assigning them specific task and 
continuously monitoring their progress. 
Being the statutory Corporation both the Air India and 
Indian Airlines have to be accountable to the Parliament. 
But seldom these Corporations furnish complete information 
to the Parliament in time. There has been inordinate delay 
in laying annual reports and audited accounts of Air India 
and Indian Airlines in the House. The ministry of civil 
aviation pays little attention on the committee's direction 
requiring certain information within the specified time. To 
overcome this serious problem, there is urgent need of 
evolving a system of the statutory requirements for laying 
documents before Parliament and the ninistry must fulfill 
its obligation to Parliament by laying complete documents in 
time. 
Today, for all the talk of liberalisation and 
modernisation, little scenes to have changed in practice. 
Instead of seizing this opportunity to free the two airlines 
from bondage, the government seems to intent on following 
the same old one step forward two steps backward formula. 
Picking up civil servants, however distinguished, to manage 
the airlines is not the answer. Aviation is far too 
technical and complicated a business to be learnt from 
files. Secondly, to make the same civil servant joint 
chairman of the two airlines and at rhe same time head the 
Ministry overseeing the affairs of the two airport 
authorities plus the DGCA, is asking far too much of any 
man, no matter how capable or brilliant. It seems that 
government is unaware of the changes its own policies have 
induced. 
When privatisation is the current internationally 
acclaimed policy but the fact is that ownership has nothing 
to do with operating an airline, it is profitability and 
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efficiency which determine its viability and standing, as 
Air India demonstrated in earlier years. 
It may be worthwhile for the government to try to free 
Air India and Indian Airlines of all the government 
controls, free to operate as they choose, without constant 
surveillance, not even by parliamentary committees. The 
prerequisite for this would be capable chairman and managing 
directors who are willing to accept responsibility and have 
the necessary professional background. 
The same must apply to the International Airports 
Authority and National Airports Authority. With civil 
aviation expanding rapidly the Ministry must look at larger 
picture rather than tightly holding on to the reins of 
power. It should tackle the far bigger task of policy 
planning, strengthening the regulatory involvement and 
generally aiming towards creating a viable infrastructure 
which could provide a level playing field for all. 
Now it is clear from the discussion in this chapter 
that both Air India and Indian Airlines have endeavoured to 
meet the needs of air transport and infrastructure in the 
country and despite of various constraints have served the 
country well. With the vast and rapid changes taking 
place, the global and domestic environments hold out strong 
challenges for the airlines, which have to be met by rapid 
consolidation, early upgradation, and timely modernisation 
as well as expansion. 
New directions and purposeful diversifications should 
become the main planks on which the future plans of 
development of these corporations should be formulated. 
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